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This bank saves heat! 


se up to every one of us who burns 


coal to do all he can in conserving it. 


This is not because less coal is being 
produced. Millions of tons more are be- 
ing mined this year than last. Mine own- 
ers and miners alike are doing a splendid 
job. And there are adequate rail facilities 
for bringing coal to your city. 


But, certain grades and sizes of coal 
are needed for war production. And, in 
addition, your local dealer is suffering 
from a shortage in manpower, trucks and 
tires. So be patient with him. Order be- 


fore the bin is empty. And conserve coal. 


Little precautions can mean big sav- 
ings in coal used. If you burn bituminous 
coal, banking your fire at night with a 
small amount of fine coal, leaving some 
live coals uncovered, will help to con- 
serve coal and prevent wasteful rebuild- 
ing of fires. 

There are many other things you can 
do to save coal. “Winterize” your house. 
Close off unused rooms. Pull your shades 
and drapes at night. For other suggestions 


on conserving coal see your dealer. 


One of the biggest jobs of the C&O 
Lines is hauling coal from the mines 
along its routes, so we're in a position 
to understand the problem and to know 


how essential coal is these days. 


Chesapeake & Ohio Lines 
CHESAPEAKE AND OHIO RAILWAY 
NICKEL PLATE ROAD 
PERE MARQUETTE RAILWAY 


Save Coal— and Serve America 
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Gena 
CORPORATION 


Common Stock, Dividend 


A quarterly dividend of 50 cents per share @ 
cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable Jaruary 1, 1945 
to stockholders of record at the close of busi- 
mess December 9, 1944. The transfer books 
will not close. Checks will be mailed. 


JOHN I. SNYDER, Treasure 
November 28, 1944. 














UNION CARBIDE 

AND CARBON 

CORPORATION 
UCC) 


A cash dividend of Seventy-five cents 
(75¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable January 1, 
1945, to stockholders of record at the 
close of business December 7, 1944. 


ROBERT W. WHITE, Vice-President 


























NEW IDEA, Inc. 


Increases Quarterly Dividend 
and Declares Extra 


The Board of Directors of NEW IDEA, Inc. 
on November 14, 1944 declared a quarterly cash 
dividend of 25c per share, and a year end extra 
cash dividend of 45c per share, both dividends on 
the common stock of the Company payable 
December 20, 1944 to holders of record at 
close of business December 5, 1944, 

These declarations plus the three preceding 
quarterly dividends of 15c each aggregate $1.15 
for the year 1944. 


Nov. 14, 1944 JOS. A. OPPENHEIM, Treas. 








ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., November 22, 1944 
DIVIDEND NO. 146 
The Board of Directors of the Anaconda Copper Min 
ing Company has declared a dividend of One Dollar 
($1.00) per share upon its Capital Stock of the par 
value of $50. per share, payable December 20, 1944, to 
holders of such shares of record at the cloge of business 
at 3 o’clock P.M., on December 5, 4. 
JAS. DICKSON, Secretary & Treasurer 








Allied Chemical & Dye Corporation 
61 Broadway, New York 


November 28, 1944 

Allied Chemical & Dye Corporation 

has declared quarterly dividend No. 95 

ef One Dollar and Fifty Cents ($1.50) 

per share on the Commoni Stock of the 

pany, payable December 20, 1944, 

to common stockholders of record at the 
clese of business December 8, 1944. 


W. C. KING, Secretary 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A dividend of 75 cents per share has been de 
clared on the Common Stock of said Company, 
payable December 20, 1944 to stockholders of 
record at 3 P. M. on December 6, 1944. 


C. H. McHENRY, Secretary 
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The Trend of Events 


STEEL FORMULA DETOUR... In its recent decision on 
wage increase demands of the. steel workers, the Wan 
Labor Board while declaring its firm adherence to the 
Little Steel Formula has once more found a way to detour 
neatly around its own fixed principle of stabilization. 
Che pattern has become typical. Though refusing to 
der the straight 17c an hour increase demanded, the 
Board in fact granted incidental increases which may 
‘asily total at least half the amount that the straight 17¢ 
ncrease would have involved. 

It ordered premium pay for night shift workers at an 
stimated cost to the companies affected of around $25, 
nillion annually; it called for the “elimination of existing 
ntraplant inequities’; it indorsed the principle of dis- 
nissal pay and ordered negotiation of appropriate agree- 
nents; it liberalized holiday and vacation schedules to 
in extent equivalent in cost to between $12 and S25 
million annually. These are only rough estimates of the 
ost of the awards. According to WLB chairman Davis, 
they will amount to between 5c and 10c an hour for all 
‘he workers though he thinks it would be “nearer 5c.” 

It is difficult to reconcile the decision with the new 
inti-inflation offensive undertaken by Stabilization Di 
rector Vinson who only a week before pointed out that 
ifter a year of comparative stability, prices had again 
begun to advance and “‘that this must stop.” 

Che Board’s decision will increase the cost of steel, and 
itimately the cost of making other things. Its effect can 


be nothing but inflationary unless—as appears to be—the 
intention is to force the steel industry to bear the cost 
Since the wage conditions prescribed by the Board could 
easily run into a period of curtailment of war orders and 
only slowly reviving civilian demand, the position of the 
steel industry, in the latter event, would be far from 
enviable. It could hardly afford to accept orders at 
present ceiling prices with production costs per unit 
increased both by the new wage conditions and lower 
operating volume. 

There is another aspect that cannot be taken lightly 
Che Board’s wage decision will not be lost upon workers 
in other industries. It will make for more pressure for 
higher wages elsewhere, with its peril to the general price 
level. 

In virtually setting aside the Little Steel Formula as an 
instrument of economic stabilization, the WLB has not 
only been acting contrary to its own professed concept 
of that badly battered instrument; it has taken another 
step towards defeating the purpose of every other stabili 
zation agency as well. 


THE FUTURE OF LEND-LEASE ... . Official announce 
ment both here and in London of future lend-lease plans 
has cleared the ‘air of the many and conflicting rumors 
about the role and scope of lend-lease following the end 
of the war in Europe. Prior to that, final demise of this 
economic war measure. with the end of the global war 
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was plainly foreshadowed in President Roosevelt’s recent 
letter to Congress, asserting flatly that lend-lease “should 
end with the war.” Both developments will be welcomed 
by those who in the recent past professed concern lest the 
lend-lease mechanism be used, possibly perpetuated into 
the peace era, to the detriment of private trade. 

The interim or “second phase” agreement just disclosed 
provides American assistance in helping Britain rebuild 
her export trade and a 43% reduction in lend-lease aid 
after the defeat of Germany. Specifically, the new arrange- 
ments call for $5.5 billion of lend-lease in the year fol- 
lowing the end of the European war. 

It was further agreed that after German defeat, there 
will be no impediment to British exports, so far as war 
conditions permit, provided these exports are not sup- 
plied under lend-lease but obtained out of British pro- 
duction or purchased from us for cash. To facilitate this 
step towards rebuilding British export trade, it is ex- 
pected that some raw and semi-finished materials such as 
iron and steel will no longer be furnished by us, under 
lend-lease, after January 1, 1945. The idea is to remove 
products made from such materials from export limita- 
tions applying to lend-lease receipts. 

The new arrangement plainly serves a double purpose. 
[t is designed, first of all, to implement Churchill’s pledge 
that Britain will continue to fight as a full partner, 
devoting proportionate resources to the defeat of Japan. 
The second aim is to pave the way for Britain’s recon- 
struction and rehabilitation. 

Some might be inclined to question the wisdom of 
fostering British reconversion while we are still in the 
throes of a large-scale war in the Pacific, enabling us to 
do relatively little along such lines. Latest official esti- 
mates have scaled down expected over-all cutbacks, when 
Germany succumbs, to something like 27% rather than 
the 40% earlier mentioned, which would mean that 
almost three-quarters of our productive capacity will 
continue to be needed for the war effort. 

However, it might be well to consider that while 
Britain after the war will probably be our foremost trade 
rival, she will also be our best customer as was the case 
before the war. A healthy Britain will be distinctly ad- 
vantageous to us and anything that will make her so 
should redound to our benefit. Viewed from this angle, 
it is difficult to find fault with the new arrangement 
which moreover safeguards our interests by stipulating 

. that neither American nor British exporters shall 
_receive undue competitive advantages over the other as 
the result of the war situation. To assure this, a formula 
of “equitable reconversion” was agreed upon whereby 
it was decided that after Germany’s defeat, reconversion 
in Britain and the United States should proceed on the 
same percentage basis. Just how this will work out in 
practice is of course difficult to foresee. On the face of 
it, however, it would seem to obviate any threat to 
American industry on that score. 

Britain’s foremost benefit will accrue not in the export 
field but on the home front. Main beneficiary of the 
interim agreement will be the British civilian population 
through Britain’s ability, because of continuance of our 
lend-lease aid during the second phase of the war, to turn 
part of her industry to the relief of her people. As we 
all know, this relief is urgently needed. 


INTERNATIONAL OIL PACT... Indications are that 





the Administration will press tor early action on 
Anglo-American petroleum agreement and signs poi 
to a heated show-down battle. Many oil groups hay 
condemned the treaty in strong language and shar 
opposition will be presented at the forthcoming hearing: 
It is generally doubted that the published agreement wil 
be ratified in anything like its present form; instead, ; 
broader international arrangement may ultimately bk 
negotiated by the United Nations. If so, it would affec 
not only American companies operating abroad bu 
have very definite repercussions on domestic operation: 
of the industry. : sts 
This prospect has tended to rekindle hostile criticisnp go on 
of the pending Anglo-American agreement. The Amerf It is cl 
ican oil industry has given it careful thought and, in throm the 
process, considerable diversity of opinion has come tfe prom 
light. One group apparently favors a binding internafnd the 
tional agreement, provided it will not materially affecfulness c 
the conduct of domestic business, or lead to more regi 
mentation and control. A second group prefers a purely 
advisory agreement on the theory that a binding agree} Ever : 
ment would lead to domestic quota restrictions and stifl 
development of new fields. ne flict. 
Independent producers, particularly, are bitter in theipavior, f 
condemnation. The Interstate Compact Group denounce date, 
the agreement as an invasion of states’ rights and an atpverran 
tempt to cartelize the oil industry. rere pre 
Because there is much at stake, it would be well foplavia af 
the industry to crystallize its thinking so as to presenifere pet 
the Government with definite and considered conclu 
sions; for in the event of continued disunity within the 
industry, the Administration may choose to plot its ows 
course. However that may be, the impression prevail 
that some sort of international compact is definitely infempts t 
the cards. Investors in oil equities would do well tcfonflict 


follow developments closely. ese sta 
. . Anda 

























pointment of a committee to prepare the way for a heavy 
volume of international financing by private capital after 
the war. In shaping their plans, the investment bankenpetwe 
are said to be mindful of the sad aftermath of thepritain 
voluminous foreign financing undertaken after Worldfanged { 
War 1 and this is very well indeed, for chances are thapnd Ch 
for a considerable time ahead, it will be difficult to 
interest the average investor in the purchase of foreignern bloc 
securities. 
Recent developments however make it clear that loanfouch, S 
abroad, both public and private, will be employed onfle Gaul 
an unprecedented scale to send American goods to foreignpe, acc 
consumers. Official pressure for prompt repeal of thep! : 
Johnson Act is one straw in the wind. That statute propiven hi 


hibits private loans to nations which defaulted on thei This 
earlier post-war loans. Another is contemplated expan oe - 
ay 


sion of the powers of the Securities and Exchange Com : 
mission to act as a further check on the soundness o/f™ptory 
foreign loans made by private bankers and underwriters ape 
While private lending abroad, including the floating o! hi fe 
foreign securities in our market, eventually will fit into afMEts © 
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sensible framework for a mutually beneficial commercial} a 

and financial policy,-prospects are that this particulay©S! vt 

aspect will be approached with caution. The chaoti!Tom u 

conditions in most parts of the world, both political anc a 
ic, will permit no other course. $ 
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it is all very well for Russian apologists to justify that 
puntry’s continued expansion in Europe on the ground 
f her need for friendly neighbors. But it is wise for 
bjective analyists to ask, “How far does Russia intend 
ticisnjo go on that excuse?” 

It is clear that Russia plans the most sweeping control 
in thom the Atlantic to the Pacific. Certainly, this cannot 
prompted by fear of unfriendly powers. Both England 
ternagnd the United States have already recognized the use- 
fulness of Russia as a participating partner in world af- 
irs after the war, and as one of the mighty pillars upon 
hich to rest a durable peace. 

-| Ever since the invasion of France, the Soviet Gov- 
ment has taken one step after another in direct con- 
ict with Allied harmony and interests. Russian be- 





date, has been far from reassuring. When her troops 
atpverran Bulgaria, American and British Commissions 
vere promptly ousted. When Tito came back to Jugo- 
1] foplavia after his visit with Stalin, the Allied Commissions 
reseniwere peremptorily given their passports. And only the 
ynclupther day, British and American correspondents were 
n thepsked to leave that country. 

Moreover, the difficulties in Greece, in Italy, in France, 
i{a Belgium—can all be laid at the door of communist at- 
ly infempts to gain control of the governments there in plain 
nflict with Allied plans for an independent status for 
ese states. 
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THE NEW RUSSIAN IMPERIALISM 


BY CHARLES BENEDICT 


maneuvering to achieve this ambition by political con- 
trol of France, in the same way that he gained domina- 
tion over Jugoslavia and Bulgaria to secure his position 
on the Black Sea. 

We can expect the next step will be to seize the Dar- 
danelles by one means or another. The Strait has tra- 
ditionally played an important part in Russian history 
and its control was a fundamental goal of Czarist im- 
perilism. Britain fought the Crimean War to thwart this 
ambition, which challenged her position in Egypt and 
India. 

To us, Russian domination of Europe would have seri- 
ous consequences—since it would usher in an age of world 
insecurity. It would progressively destroy the economic 
machinery of one country after another, bringing the 
utmost confusion and impoverishment everywhere. It 
would set Europe back centuries—to a return of the Dark 
Ages and the greatest misery ever known by the people 
of that unhappy continent. 

Every nation coming under the sway of Russian au- 
tocracy would have its standard of living pulled down to 
the Russian level—by our standards incredibly low before 
the war—even lower today—and probably for a long time 
to come. Instead of being set free from their bond- 
age, the people of Europe would only be exchanging one 
master for another. 

Communism—the Utopian dream of universal brother- 
hood—has never materialized. Due to lack of realism, it 





And as if this were not on 


roe has failed miserably in 





ivesifnough, Russia bluntly 
y appnnounced that it would 
ot permit the consum- 
mation of the alliance 
tween France and 
f theBritain recently ar- 
Jorldfanged for by de Gaulle 
d Churchill—nor the 
It topstablishment of a West- 
reignftn block under British 
ponsorship. As a final 
loangouch, Stalin summoned 
d onfle Gaulle to Moscow, to 
reigppe, according to the 
' thepress, “reprimanded and 
pro iven his orders.” 
thei] This sublime assur- 
pan#nce reminds one omin- 
‘ompusly of Hitler’s per- 
33 offmptory demands and 
'tersfultimatums delivered in 













“SHADOW OF COMING EVENTS” 


| bringing either comfort 
| or happiness to the peo- 
ple. Instead, it produced 
a technique—a new ver- 
sion of an old system for 
despotic control by the 
few. 

Those of us who were 
expecting greater liberal- 
ization and a democratic 
trend in the Russia of 
the future can today dis- 
card these hopes as pure 
figments of the imagina- 
tion, for the aftermath of 
the war will call for even 
greater sacrifices by the 
Russian people. 

To the two genera- 


FO» a, tions of Russians who 


Cargill in The Times-Picayune 


were the expendables be- 








g olftis heyday to the various 
to af hiefs of state. 
rcia} Clearly avid for power, the communists have been in- 
ulai}ensifying their intrigue ever since we landed in Africa. 
,otidfrom the time when de Gaulle was installed, it has been 
an¢{ncreasingly evident that Russia was determined to be- 
come the dominant power in the Mediterranean,—and 
that France was the key to this ambition because of her 
strategic position on both the African and European 
| shores of this much fought-over body of water. 

| As matters stand today, it is plain that Stalin is 
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fore the war—and the 
generation that will have been lost because of the war, 
can now be added as many additional generations as con- 
tinue to remain under the yoke of this modern Russian 
despotism. 

It has been said that the reign of Stalin far exceeds that 
of Ivan the Terrible in its terrorism and cruelty. 

As far as Asia is concerned, it has long been evident 
that Stalin’s ambition takes in that part of the world as 
well. Today China is in desperate straits, mainly as a 
result of the constant bickering (Please turn to page 269) 
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Portents in Year-End Market 


Despite new recovery high in the Dow rail average, the majority of individual 
rail stocks thus far remain under previous highs, as do most industrials also. 


We believe potentialities for general advance remain quite restricted at 


present, and continue to favor holding conservative buying power in reserve. 


BY *A=. 98s 


From the highest official quarters there has come a 
series of statements suggesting that (1) victory in Europe 
may be months distant, (2) that estimated production 
needs for the war with Japan are being revised sharply 
upward, (3) that cutbacks in war output after defeat of 
Germany are likely to be less severe than the previous 40 
per cent figure tentatively set by the military procurement 
agencies, and (4) that reconversion of the consumers’ 
durable goods industries will be both later in starting 
and of more restricted proportions than had previously 
been expected. 

It is evident that battle experience has revealed needs 
for certain types of equipment and ammunition far in 
excess of earlier military calculations; and that, taking 
the lessan to heart, the Army is now bent on making sure 
that critical shortages do not recur. The small-scale re- 
conversion under the spot authorization program has 
been suspended. More significant, war plant facilities 
are again being expanded in some categories, as most 
strikingly illustrated by WPB announcement of a $500,- 
000,000 building program for increased output of mortan 
ammunition. 

It would seem that the net effect of the changed war 
planning is to push further into an indefinite future the 
post-war consumer goods “boom’’—and the tax reduction 
-which so many stock market bulls have been looking 
forward to and discounting. Yet if one looked only at 
the market, and the divergent group fluctuations therein, 
it would be impossible to detect any significant new pat- 
tern as a result of the present longer-war psychology. 

True, rail shares were strong over the past fortnight 
and the railroads are indubitably beneficiaries of the war; 
but so are aircrafts and these went down against the gen- 
eral market trend. To mention but a few of the long 
favored “peace stock” groups, the automobile and de- 
partment store stocks were stronger than the market last 
week, but variety stores and utiltities lost ground. Our 
average of ten armament stocks declined 3/10ths of a 
point while the index of 283 stocks advanced 2.1 points. 

For the market as a whole, certainly the thought of 
longer war—and delayed tax relief—can not be bullish. 
Yet the composite index, though still within the re- 
stricted range of recent months, continues to hold up 
well. Why is this? The simplest answer—which really 
dodges the question—is to say that thus far the over-all 
demand for common stocks continues either to balance, 
or slightly exceed, the volume of shares offered for sale. 

There can not be any one exclusive reason why that 
should be so, and no one can be at all sure of just what 
weight properly attaches to the various reasons and com- 
binations of reasons which are apparently influential. 
We have previously from time to time summed up and 
examined the most commonly voiced bullish arguments— 
perhaps the most emphatic ones being confidence in the 
post-war politico-economic prospect and the factor of in- 
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Hated money supply—and there is no need to repeat them 
now. However, despite these arguments, the broad mar. 
ket level has not been lifted since last July and most 
standard stocks in which there is broadest public inter- 
est have advanced, on an average, but slightly since July 
of 1943, if at all. From that fact it is evident that the 
majority of investors are not sufficiently bullish to reach 
for stocks. 

On the other hand, since the average has thus ta 
shown such strong resistance to decline, it is equally 
evident that the majority are disinclined to sell and con 
tent just to “sit tight.” The reasons for this invite con 
sideration. They probably include: (1) inertia and in 
decision, for the average stockholder, when neither scared 
nor highly optimistic, will do nothing; (2) reluctance to 
cash profits because of the tax liability thereon; (3) un- 
willingness to have funds idle as typified by the reply 
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hat ll 1 do with the money” when any question of great uncertainty—and it is beyond dispute that the shape 
uidation is raised. of things to come in the year soon to begin is highly un- 
We have been speaking, of course, in terms of the certain. The timing of victory in Europe is, after all, 
verages.”” Naturally, there are always a certain num- anybody’s guess. The present German defense zones both 
1 of exceptions—individual stocks or groups which on the Western Front and the central Eastern front are 




















ve contrary to the general trend or which, for special 
sons, appear to have prospects considerably better— 
poorer—than average. It is our endeavor to offer 
idance on these to the maximum possible extent in the 
ected features on securities, companies and industries 
esented elsewhere in each issue of this publication. 

It has been our conviction—and we see no reason to 
ange it—that the potentialities for advance above previ- 
s highs in the averages are quite limited. For the 
sent the restricted range of the composite price index 
ects the fact that (1) most stocks are not moving much 
er way and (2) that the minority of strong “special 
uations” is just about balanced by the minority of 
ak “special situations.” It is our view that over the in- 
mediate term—whether it is a matter of weeks or sev- 
| months—the present close balance of supply and de- 
nd in the market is likely to be changed toward less 
and and more willingness to liquidate. 

Whether the war in Europe ends this winter or not for 
other six months, we believe that transitional period 
certainties are not sufficiently distant so that the mar- 
, On average, can continue to ignore them as much as 
been the case thus far. We know that the next 
ificant change in the general level of corporate earn- 
power will be downward. Despite the “tax cushions,” 
ny individual companies will have very sharp profit 
tinkages; and the number of deficits—a few instances 
which can be found even under present conditions— 
| inevitably increase. For more detailed discussion of 
is point, read the special article beginning on page 235. 
Above all, we doubt that sustained advance in the aver- 
ks from present levels is likely under a condition of 
PET, 
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crucial. They might conceivably be broken in a matter 
of weeks. If so, official thinking—as well as public senti- 
ment—will again swing to “early peace” as readily as it 
has in recent months veered to “longer war.” As for the 
military’s present changed planning, we are told by 
WPB’s realistic Chairman Krug that “even the Army’s 
plan is entirely tentative. It will be revised several times 
before V-E Day actually arrives.” 

Ignoring recent transient fluctuations in the averages, 
for perspective it may be noted that at the end of last 
week the Dow industrial average was about 1 per cent 
higher than it was over sixteen months ago in July 1943, 
that our index of 100 high price stocks is 4.2 per cent 
higher, our index of 100 low-price stocks 18 per cent 
higher. We are convinced that leadership for important 
advance must be supplied by the most speculative seg- 
ments of the market and we do not now see this in the 
making. 

As technicians are keenly interested in the general sig- 
nificance of the new high in the rail average, it may be 
worth noting that at the close of last week only seven out 
of the twenty stocks in this average had bettered the highs 
of last July, only ten had yet bettered the highs of July, 
1943. Among the go Dow industrials, 1944 highs for 
ten are still under 1943 highs; and at present prices only 
ten, or one-third of the average, are above 1943 highs by 
more than 1 point. Though modestly higher levels may 
be established before there is important reaction, dissec- 
tion of the averages strengthens, rather than weakens, our 
belief that the upside potentials remain very limited for 
the present. Therefore, we continue to favor holding con- 
servative buying power in reserve.—Monday, December 4. 
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How Strong 


Tue question of the adequacy of industry’s financial 
backlog, wherewith to finance its transitional and post- 
war needs, has been a matter of frequent and sometimes 
heated debate. The question: Can business finance the 
transition? is still being asked but of late there is notice- 
ably more assurance, it seems, that the answer is in the 
affirmative. 

It is now widely realized that the striking improve- 
ment in industry’s working capital position, its prospec- 
tive further bolstering as the war continues, goes far to 
insure not only sound reconversion but in many in- 
stances sound postwar expansion as well. The conserva- 
tive basis for stated corporate earnings has tended to 
obscure the flow of cash into reserves and surplus, and 
amortization of war plant facilities continues at a rapid 

ace. With the lengthening of the war period beyond 
ormer expectations, these factors assume added impor- 
tance. 

For some time, postwar planners have had their eye 
on the working capital position of American corpora- 
tions, and what they saw has been eminently reassuring. 
Net working capital of American business is currently 
increasing at a rate of about $1.3 billion per quarter 
year, and at midyear amounted to fully $44.3 billion as 
against $24.6 billion in 1929, a gain of about 80%. At 
the same time, this net working capital is in extremely 
liquid form with both cash and Government securities 
accounting for a very substantial portion of the total, as 
shown in the appended table. Cash alone amounts to 
about 22% of current assets, and holdings of Govern- 
ment securities to 20%. Both cash and securities com- 
bined cover fully 80% of current liabilities. Inventories, 
on the other hand, account for about 28% of current 
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Wh 
the c 
before 
extent to depreciation and depletion charges in —_ inane 
expenditures on plant and equipment. Also, corpop ('UC¢ 
tions continue to pile up sizable postwar credits ing "°° ‘ 
fundable taxes, with the total at midyear amounting} “"©"S 
$1.8 billion. Other sources of substantial refunds p Stil 
able to corporations are the provisions of the income 4 "0! 0 
excess profits tax laws for carry-back of losses and unug °'*! ¢ 
excess profits credits, for accelerated amortization | '>!¢ | 
emergency facilities and for recomputation of bq ™@0U! 
period income for excess profits determination. highli 
As shown in the table, holdings of Government secg "!€ © 
ties are now well in excess of tax liabilities which} ‘'¢@4y 
midyear were calculated at $16.1 billion. This is 4°" | 
important feature. Corporate funds in excess of curr pquid 
needs are apparently being invested to a consideraj Wh: 
extent in Government securities, the excess aed we 
amounting to nearly $4 billion. populz 
Interestingly, from 1939 up to the end of 1941, 4 7eme ‘ 
increase in working capital took chiefly the form of | '8ely 
ventory expansion. Since our entry into the war, inv 
tories however remained relatively constant, first risi|/ 
slightly and latterly leveling off, the over-all increase sif Me 
1941 being from $25.6 billion to only $27.3 billion at { Con 
1942 peak. Net liquid assets, that is, net working capi 
exclusive of inventories since 1939 have increased frq|| Meior 
$6.6 billion to $17.6 billion, an impressive figure. PB 
The aforementioned data are mainly based on com hi 
lations by the SEC. In the latter’s opinion they emp Re 
size industry's ability to reconvert to peace-time prod}}) Maio. 
tion and also to undertake considerable postwar exp in 
sion without recourse to outside sources of funds. Over S 
working capital of American industry is currently be Ss 
augmented at the rate of about $5.5 billion annually;}} + 
the transition period, it will be further bolstered by lal “Sal 
e 


assets. 

On the whole, this marked improvement in working 
capital position during the past several years is attribu- 
table largely to retained profits, and to a much smaller 
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refunds, as previously mentioned. 
Undoubtedly, there will be a number of corporatid 
whose financial status and war-time experience is | 
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favorable than the composite pic- 
re would indicate. So i eer r , 
ture would indicate. S por) will need Current Assets and Liabilities of U. S. Corporations 1939-1944 
financial aid in reconverysion. There 
will be others in need of capital (Billions of dollars) 
P Mar. 31 June 30 
for postwar expansion. But by and on 1939 1940 1941 1942 1943 1944 1944 
; 1 4 
ocgelleageane is hardly any doubt Cath on hand and in banks... ...-+-++++++- 109 134 139 175 $26 918 917 
riCZ 7 - S. Government securities...........-220+- A A 4 10. 7 i A 
that y © majority of American cor Receivables from U. S. Government.......... —— a1 aa 2.8 3.6 3.6 3.3 
porations are sufficiently well heeled Other notes and accounts receivable.......... 22.1 93.9 275 24.3 23:7 237 238 
° : MUNMNOMEEs catdwedcsscosscescecceaseceace 18. . A : i i e 
to finance reconversion and a high CGE CINIGEE GMAIR oo coco cvccecccccdciecece 1.4 1.5 1.4 1.3 1.3 1.3 1.4 
level of postwar activity with their Total Current Assets.........--.- 54.6 60.3 72.8 83.4 941 95.7 96.2 
own resources. A further construc- CURRENT LIABILITIES ‘ : a a” a 
our i a vances and prepayments, U. 3. Government. —— ° . . . . . 
tive factor has been retirement dur- at —_ and bane PAVERS. 2.0 cccccces “— = = =: = 334 be 
i ar i r -ter ederal Income tax liabilities................ £ : x ’ A EB " 
wal the wat period of long term Other current liabilities..............020-00- 6.9 7.4 71.6 8.7 9.5 9.5 9.4 
corporate debt in the amount of Total Current Liabilities........... 30.0 328 40.7 469 525 52.7 51.9 
over $1 billion. — . NET WORKING CAPITAL.............-. 246 27.5 32.1 365 41.6 43.0 44.3 
Though practically all industry Source: ties and E 
groups shared in the rise in work- a aes 

















ing capital, there has been consid- 

erable variation from group to group. Manufacturing 
industries, in major degree identified with the war pro- 
duction effort, showed the greatest improvement with a 
gain in net working capital of $10.7 billion since 1939. 
Railroads accounted for another $1.2 billion, utilities for 
$0.3 billion, trade corporations for $3.5, billion. Percent- 
agewise, railroads showed by far the largest gain, amount- 
ing to 300%, while increases of other major industrial 
groups ranged from 50% to 70%. The combined gain 
of all industry, as we recall, was 80%. 

When viewed against the long-term pre-war record, 
the current showing justifies the statement that never 
before in its history has industry been in as favorable a 
financial position. This goes for industry as a whole; 
quite obviously there are exceptions which must be taken 
into account in any generalization as to the financial 
strength of American business. 

Still, the over-all improvement has been impressive, 
not only since 1939 when the greatest gains occurred but 
over the longer term as well as illustrated in the second 
table listing major operating assets and liabilities of 890 
manufacturing companies for the 1935-44 period. It 
highlights the fact that improvement has been the general 
rule even before the war, that actually there has been a 
steady trend toward greater corporate financial strength 
since the mid-Thirties, with progressively mounting 
liquidity of operating assets. 

What, in practical terms, is the meaning of the enor- 
mous accumulations of liquid resources? The range of 
popular opinion on the subject is great. On the one ex- 
treme stand those who feel that corporations have profited 
hugely from the war, that the billions of quick liquid 


assets represent pure war profits that can be distributed 
to stockholders when the war is over. By now, however, 
this bas become a minority opinion, and an extremely 
ill-founded one; it is usually encountered in radical 
circles. 

At the other extreme stand those businessmen who 
have reinvested a large part of earnings in plant and, 
with a subsequently declining current ratio, see nothing 
but impending disaster ahead. This view is only con- 
tingently valid, and in relatively few cases. 

In the confusion of facts and their interpretation, 
there is evidently needed a sane approach to the over-all 
problem, a realistic interpretation of the statistical data 
as they currently present themselves. True, adjustments 
to be met with reconversion cannot yet be fully foreseen 
but their prospective impact on corporate finances can 
be soberly appraised. One such approach, undertaken 
some time ago by the Department of Commerce, deserves 
serious consideration; it presents an estimate of maxi- 


‘mum charges that may appropriately be assessed against 


industry’s accumulations of liquid resources. 

These maximum charges are summarized as follows: 
$8 billion for retirement of wartime accruals; $4 billion 
for reconversion; $8 biilion for replenishment of civilian 
goods inventories; $11 billion for equipment purchases 
(deferred plus current replacements); $2 billion for de- 
ferred maintenance; $3 billion for reextension of consum- 
er credit. This calculation which allows for every foresee- 
able need or contingency, totals up to $36 billion com- 
pared with industry’s combined net working capital of 
$44.3 billion, thus leaves a very handsome margin avail- 
able for postwar expansion. This margin, amounting to 

$8.3 billion, does not take 




















—] into account any future ac- 
Major Operating Assets and Liabilities for about 890 Manufacturing cumulations which, as stated 
Companies for December 1935 - 1942 with Projections for 1943 and 1944 before, are rising at the rate 
In billtons of dollars ; of $1.3 billion per quarter 
1935 1936 1937 1938 1939 1940 1941 1942 1943* 1944** pentane 
Major operating assets: ) ¢ 
— "333 23 293 ‘289 ‘250 19 ‘hor ‘hes ‘B00 *8:80 It must be stressed that any 
lime... a. 2. oF «33 633 1-89 3.52 1319 13,8 estimate of this sort is purely 
EES SRG ee eS 496 5.63 660 5.89 615 6. y y : ; . i 
MMMM. oss csssccccesccs se 1.98 237 2329 9297 258 3.04 430 5.95 660 6.80 tentative, of course. The ade- 
7 quacy of existing and future 
Major operating liabilities: ; ; 
Accounts payable............-. 717 -90 .89 81 1.02 1.23 1.67 205 2.70 2.80 accumulations, for instance, 
Income tax liability. ............ .27 45 54 30 47 #115 3.12 424 5.20 5.50 d ‘ 
Government advances..........- — — —- ae 10 .60 90 2.20 2.30 2.30 depen among other things 
Other current liabilities.......... 72 85 888696 1.20 1.38 2.07 2.40 2.50 on the postwar price level, a 
Surplus Reserves................ .80 84 86 .82 .85 93 1.18 1.64 1. ; : 
Outstanding securities........... 16.66 16.87 17.55 17.76 17.68 17.55 18.13 18.50 18.50 18.20 somewhat unknown quantity. 
Selected income items: But while a further if mod- 
Te oe ecivicovid 19.90 24.60 28.24 99.61 925.58 29.59 41.11 50.64 63.00 67.00 By ion ee Re nee 
Depreciation expense........... ‘94.99 1.08 1.07 1-45 1-24 1-45 1-60 1-70 1.80 erate rise in the price leve 
MRRINGHIRD TT acs oasis ces 1:50 2.33 252 1. i : 1 Y x 3 : i 
aatn............. 1.01 1.70 1.88 1.13 1.44 1.66 1.81 1.51 1.60 1.70 may be conceded as a prob 
*Preliminary. Wl ae on continuance of full scale war production. | ability, it appears more than 
parassectononcsceticaninniniicees questionable whether an ad- 
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vance will be permitted of proportions that would seri- 
ously erode industry’s working capital position. To do 
so would certainly enormously multiply transitional and 
postwar difficulties of American business. On the other 
hand, the “margin of safety” established in the foregoing 
calculation, that is, the excess of accumulations over pros- 
pective maximum needs, is such that even a fairly sizable 
spurt in the price level would mean no more than rela- 
tively minor embarrassment. Similarly, it would seem to 
allow for a considerable margin of error in estimating 
prospective financial needs. 


Impressive Gains Among Leading Corporations 


A study of corporate balance sheets, and long-term 
changes therein, provides striking confirmation of the 
assurance expressed in this article as to industry’s finan- 
cial “ruggedness.” Among the major companies listed 
in the accompanying tabulation of corporate assets, net 
working capital and cash items, all appear in a comfort- 
able position, the bulk evidence startling improvement. 

Take General Motors, for example. This corporation 
by the end of 1944 will have increased net working capi- 
tal by some $400 million since 1940, an increase that will 
take care of the bulk of the company’s announced $500 
million postwar program, including reconversion. Beth- 
lehem Steel, over the same period, is expected to show an 
increase in net working capital of over $100 million. 
Compared with 1937, the percentage of increase of vir- 
tually every company listed is even more impressive. 

In weighing the adjustments necessary with transition 
to peacetime operations, there are however a number 
of imponderables which must not be ignored. Roughly 
these can be divided into two classes: Foreseeable adjust- 
ments in current assets and liabilities, and other adjust- 
ments as yet difficult to gauge but generally connected 
with the concept of reconversion. 

In the first class, there is for instance the question of 


renegotiation. 1943 earnings of a long list of war-active 
corporations are still subject to renegotiation and while 
some have made provision against this contingency, 
others have not, with the result that should refunds to the 
Government be due, these would have to come out o! 
surplus or else out of current earnings, reducing the 
latter accordingly. In some cases, this may imply a sub- 
stantial reduction of net working capital. 

Another point is the status of inventories and receiv- 
ables, bulking large on a good many corporate balance 
sheets and frequently viewed with distrust as a potential 
source of future difficulties. However, in view of the 
war character of most inventories in manufacturing in- 
dustries, these now assume a different stamp. Since 
1941, there has been a drastic change in inventory com- 
position with munitions inventories, which were small 
in that year, amounting to close to $10 billion at the end 
of 1943. About $7 billion thereof are not readily con- 
vertible to civilian production but in view of provisions 
in the recently enacted contract termination bill, this 
amount might be considered in the nature of receivables 
from the Government rather than inventories. 

The question of adequacy of provision for immediate 
Government disbursement of a major percentage of 
amounts due on terminated contracts is likewise con- 
structively dealt with in the contract termination bill. 
This should lessen or obviate the need for reconversion 
financing in many instances. 

As to inventories, thanks to the practice of progress 
payments on war contraets, their expansion during the 
war period has been far smaller, relative to sales, than 
pre-war while expansion of receivables was somewhat 
greater. In various ways, Government funds have pro- 
vided about half the increase needed to finance war-time 
operations; most of the remainder was readily obtained 
through use of internal funds, that is, revenues set aside 
for depreciation and contingency reserves, and from ex- 
cess of income over dividend (Please turn to page 266) 

































Long-Term Record of Leading Corporations | 
(S$millions) | 
TOTAL ASSETS —————-, -———NET WORKING CAPITAL——.. ————-—_CASH ITEMS ———_——, | 
1929 1933 1937 1941 1944 1929 1933 1937 1941 1944 1929 1933 1937 1941 1944 | 
Allied Chemical 387.6 412.4 392.6 443.7 486.5(2) 144.5 75.3 87.3 89.2 122.5(a) 118.9 87.7 63.8 79.7 110.3(a) 
Alllied Stores. ..........+-4 —_ 49.6 65.5 87.7 91.1 —_— 23 282 305 420 —— 2.4 2.6 3.6 15.0 
Allis Chalmers — 67.3 110.6 130.6 197.5(2) —— 22.9 50.4 49.8 98.7(a) —— 6.3 6.7 71.6 35.8(a) 
American Can -» 191.3 203.0 178.2 226.8 231.1(2) 43.6 41.7 40.7 60.1 70.7(a) 21.9 8.5 3.7 17.7 18.9(a) 
Am. Home Products............- — 9.6 12.8 25.3 50.0(a) —— 4.4 44 13.4 35.2(2) —— i 1.2 2.9 7.8(a) 
Am. Locomotive.............++- 106.2 57.4 61.7 82.1 148.7 34.2 15.9 16.0 20.0 29.6 13.9 5.3 2.5 71.2 19.3 
Am. Car & Foundry.............- 119.5 96.0 1049 118.5 215.2 35.3 23.1 22.8 20.4 33.6 18.4 12.9 9.5 11.7 78.8 | 
Aa, Tobacco........-seseseeee 265.4 289.2 274.0 349.4 390.5(a) 135.8 153.8 141.0 134.3 219.5(2) 204 32.9 21.3 18.8  20.3(a) | 
ANaconds......sccccscccsecces 764.2 692.4 592.8 625.9 635.1(a) 99.2 12.7 79.7 118.2 142.6(a) 33.3 9.2 14.6 78.8 99.6(a) | 
Armstrong Cork........0esseeeee —_— 45.1 48.3 62.6 66.8 16.4 21.4 23.5 272 —— 6.0 6.4 4.6 8.7 
Bethlehem Steel............+..++ 801.6 649.3 715.8 862.6 1044.8(a) 179.2 95.6 141.8 212.4 220.5(a) 117.5 46.8 49.4 117.5 264.4(a) 
Borg-Warner........+-eeeeeeeeee — 32.3 47.1 73.5 1239 — 13.1 #185 2.5 2.7 —— 1.6 8.1 17.0 55.4 
Chrysler. ...cccccccccccsccsccccs 209.7 147.5 188.8 255 71.6 71.3 53.4 74.0 127.2 190.3 38.7 37.3 48.3 69.7 182.8 
DUpOnt......sccscsecccecccccce 541.9 5.6 804.1 1069.3 5.2 84.5 113.1 155.4 149.8 214.4 36.5 76.8 104.1 196.2 160.8 
F 179.3 234.0 301.3(2) 786 68.9 65.5 73.9 102.42) 49.8 296 225 58.2 95.8 
376.3 557.1 633.0(a) 205.6 161.0 129.8 171.5 196.0(a) 123.7 111.8 47.5 128.6 243.0(a) | 
76.0 118.7 142.6(a) —— 29.8 30.1 48.7 71.0(a) —— 9.6 5.6 7.5 19.2(a) | 
227.3 1747.2 2202.6 247.5 241.3 347.2 500.0 868.8 127.3 177.6 150.8 481.1 638.1 
194.9 295, 332.3 115.9 97.3 99.4 106.0 125.2 411.6 52.0 116 13.5 15.8 | 
560. 541.1 600.2(a) 117.0 90.1 118.3 80.9 111.2 16.2 21.1 31.2 31.1 5 \ 
. 427.0 484.6 535.4(b) 221.9 212.8 247.1 484.6 300.5(b) 25.8 61.7 34.8 87.2 173.6(b) | 
. 257.2 248.5 241.92) 406 18.9 36.4 44.4 4.5(a) 47.9 31.5 3.8 27.0 32.8(a) 
. 73.9 97.4 154,2(a) —— 3.6 6.8 8.1 6.8(a) —— 1.8 5.3 1.3 erat 
: 43.2 64.2 90.5(a) —— 24.9 26.1 29.4 28.1(a) —— 15.8 11.1 240 49.1(a 
36.1 51,2 69.2 718.6) —— 10.3 18.7 22.0  28.6(2) —— 3.6 8.6 12.3 19.0(a) 
337.8 318.7 354.4 436.0 489.7(2) 65.7 49.4 81.5 143.4 174.6(a) 73.4 30.1 49.8 126.4 174.8(a) 
124.2 123.6 142.5 1641 192.4(c) 29.1 30.5 40.3 61.8 62.6(c) 12.1 11.6 9.3 39.2 4.7(c) 
187.6 145.6 213.1 290.3 302.3 112.9 78.4 125.5 178.9 213.8 37.8 25.4 185 15.9 7.3 
109.4 127.0 147.3 161.6 76.4 68.6 59.6 76.3 70.5 96.3 9.1 282 10.6 15.9 3.9 
158.6 108.7 89.3 134.4 235.1(a) 53.9 28.6 286 37.7 115.3(a) 321 23.7 15.2 28.4 97.4a) 
163.1 165.5 180.7 200.2 231.1(a) 110.7 131.9 114.8 140.8 146.8(a) 37.7 49.7 3.5 12.2 9.4a) 
— 268.2 3646 420.1 3946(3) —— 29.0 76.4 110.8 114.8(a) —— 12.7 14.2 45.9 37.2(a) 
251.8 231.6 284.1 389.7 05.5 73.8 58.9 139.9 183.8 216.7 25.0 13.7 192 49.2 4.4 
990.0 905.2 927.9 ,1030.4(a) —— 208.6 223.6 216.8 271.3(a) —— 87.3 98.5 113.2 167.%a) 
1767.3 1912.2 2060.8 2202.3 2327.8(a) 613.0 407.1 434.9 506.2 585.8(a) 243.0 197.7 124.8 201.6 203.6(a) 
— 4.6 8 22.8 28, — 0.9 2.8 $5 19 —— 0.2 0.3 1.0 6.3 
353.6 305.7 292.5 397.7 459.40) 113.0 61.3 63.7 88.8 132.6(a) 68.3 17.0 20.0 68.0 118.7(a) 
304.5 162.7 196 224, 214. 94.2 39.3 67.1 88.3 101.3 13.2 8.1 11.9 38.9 2.2 
2286.1 2102.8 1918.7 2045.0 2106.0(a) 440.8 352.9 363.4 495.7 519.3(a) 195.4 108.2 85.9 351.1 376.4(a) 
165.4 177.6 223. 261.5 272.2) 47.55 546 57.3 60.6 177.3(2) 340 53.4 19.0 19.5 55.7(a) 
a—Dec. 31, 1943. b—Oct. 31, 1943. c—Aug. 31, 1943, 
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Ebb and Flow in 


War and the aftermath of war in the past has usually 
led to marked changes in investment values, for better 
and worse, just as the rapid march of progress, technologi- 
cal and social, is constantly having a similar effect in 
many directions. 

The ebb and flow in security values is a continuous 
process, imperceptible perhaps from day to day, yet 
drastic in its longer term workings. This becomes clear 
if we view in retrospect the record of the past two decades. 
During this span, the investment picture has changed 
radically under the impact of changing methods of liv- 
ing and new forms of consumption, leading to painful 
investor losses in certain industries and, conversely, un- 
folding new investment opportunities elsewhere. Such 
movements stem mainly from fluctuations in demand, 
influenced sometimes by a host of factors. Supply is an- 
other vital element but in a surplus economy such as 
ours, it carries less weight except when felt in terms of 
oversupply. Then, as we shall see, repercussions may 
be severe. 

As a creator of new shifts in investment values, the 
present world conflict will be no exception. If any- 
thing, its long-range impact will be sharper in direct 
proportion to the enormous technological, social and 
political upheavals in its wake. For this reason alone, 
examination of prospective demand factors and their 
effect on corporate income and investment values, how- 
ever tentative it must remain at this moment, would 
seem of prinfary importance. 

If, by way of introduction to the present discourse, I 
were to suggest a guiding thought, my choice would be a 
well-known line in a song once in great favor: “It isn’t 
what you used to be, it’s what you are today.” And I 
might add: “What you are going to be tomorrow.” Some 
valuable investment literature could be built around 
this theme. 

Expanding and declining demand, and demand out- 
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SECURITY VALUES 


BY WARD GATES 








look, in recent years has 
been an important invest- 
ment consideration, determin- 
ing the investment status of a good 
many equities with subordination of 
other pertinent factors such as financial 
status, fair dividend payments, etc. ‘Lhe 
market has always been willing to pay a pre- 4 
mium when there were unquestioned prospects 

of expanding demand; conversely, it does not usually 
bestow its favor on companies belonging to stationary or 
declining industries, knowing full well that such trends 
foreshadow ultimately lower earnings and investment 
return to security holders. 

There is a third group, however, one with which we 
are mainly going to deal in this article. Its principal 
characteristics are that while sales of these industries or 
companies have been expanding, earnings and invest- 
ment return to stockholders have failed to keep pace 
with uptrend in volume, even contracted in many in- 
stances. In terms of volume, they were expanding indus- 
tries but in terms of investment return they remained 
stationary or declined. 

What will be their status after the war? Will the war’s 
impact make for a change, giving them all the character- 
istics of growth industries which they really are? Or will 
they, after the war-time expansion typical of most indus- 
tries, return to their former unsatisfactory status which 
in the past has militated against improvement in the in- 
vestment standing of their securities? 

A good many industries, some major, fall into this 
category. Take for instance the manufacturers of trucks 
and buses who did quite well until 1930. Thereafter, 
results were mostly disappointing in all but years of ex- 
ceptional business such as 1941 when impending war 
boosted output tremendously. Yet during the Thirties, 
aggregate production of trucks and buses more than 
doubled, with high production figures especially from 
1935 onward. The reason why truck and bus makers 
struggled painfully along was not lack of demand but 
increased competition from automobile makers such as 
General Motors, Ford and Chrysler, the growing popu- 
larity of the light truck introduced by them, competi- 
tion from outsiders such as International Harvester and 
American Car & Foundry. The upshot was great insta- 
bility of income, a series of deficits and meager investment 
return to stockholders, all in the face of expanding sales 
figures. What about the post-war outlook? Is there a 
chance that conditions thereafter will be more stabilized, 
with resultant improvement in investment stature of the 
securities of those companies? 

Demand for heavy trucks, over the longer term, will 
continue dependent on the capital goods industries, not- 
ably building construction, and the public trucking com- 
panies. On both counts, postwar prospects point to well 
sustained activity since replacement demand is very con- 
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siderable and general business activity promises to.remain 
at a high level. Competition from surplus military 
trucks should not be serious as many of these do not lend 
themselves to efficient commercial operation. Further- 
more, increased highway regulation tends to encourage 
the use of more efficient modern vehicles. Add to this 
admittedly good export prospects and the sum total 
makes for highly encouraging vistas for truck makers. 
Most of them, in an effort to counter competition from 
the major automobile companies, before the war took up 
the manufacture of light and medium trucks. This di- 
versification will stand them in good stead, for develop- 
ment of tractor trucks (large trailer hailing units) may 
ultimately narrow the demand for heavy trucks, so far 
the main stay, profitwise, of truck manufacturers. 

The bus manufacturing field is aided by a notable 
trend towards growing bus traffic, intercity, suburban 
and intracity; after the war, this trend should be accel- 
erated with resyltant new peaks of demand for bus equip- 
ment. Also, replacement needs will be heavy as much of 
existing equipment is worn out. Growing decentraliza- 
tion, both industrial and residential, and the outlook for 
lively postwar traveling should further spur bus demand. 

Bus makers such as ‘Twin Coach Co. and truck makers 
which also engage in bus manufacture such as Mack 
Truck, White Motor and Federal Motor Truck Co. 
should not only have a longer run of good postwar busi- 
ness but may well be able to achieve a somewhat higher 
and above all steadier earnings base though definite con- 
clusions must be held in abeyance pending development 
of competitive trends within the industry as well as in 
the transport field generally. New and aggressive com- 
petitive efforts of the railroads must be reckoned with; 
also, the bus lines, though undoubtedly expanding, will 
have to contend with revival of private automobile trans- 
portation, now affected by war restrictions. In view of 
the mounting popularity of tractor trucks, Fruehauf 
Trailer Co. probably offers best growth prospects and 
chances for stability if not further improvement of in- 
vestment return. 

A related field, bus transportation, had similar experi- 


ences though for different reasons. Bus companies did 
quite well during the Twenties but thereafter suffered 
greatly from competition of the private automobile, as 
did, incidentally, the taxicab companies. They benefited 
materially from war conditions and the resultant curb on 
private automobile usage but the improvement will 
hardly be permanent. The outlook is better for the 
large bus transport systems such as Greyhound Corp. 
which have been able to compete successfully with rail- 
roads—thanks to the economy of the Diesel engine—and 
should continue their prewar growth trend. On the 
other hand, local bus companies such as Omnibus Corp., 
which through subsidiaries operates major bus routes in 
Chicago and New York, will scarcely be able to overcome 
the handicap of private automobile competition and 
strict local regulation. 

In the industrial alcohol field, the leading companies 

such as Commercial Solvents and U.S. Industrial Chemi- 
cals Co. did very well until 1929. Thereafter, heavy 
excess of producing capacity and fluctuating raw mate- 
rials prices resulted in keen competition and frequent 
price upsets so that despite constantly expanding con- 
sumption, earnings and investment return lagged far 
behind. Ethyl alcohol output rose from 53 million gal- 
lons in 1929 to over gg million gallons in 1939, yet earn- 
ings of Commercial Solvents dropped during the same 
period from $1.51 per share to 61c, those of U.S. Indus- 
trial from $12.63 to $1.06 per share. In the former case, 
earnings on invested capital declined from 31.8% to 
12.4%. 
. Competitive excesses may again develop after the war, 
what with further war-induced expansion of capacity, 
but probably not until the indicated large demand in 
the early peace period has been satisfied. Under normal 
conditions, however, though industrial alcohol demand is 
plainly on the increase, intense competition within the 
field and increasing rivalry of synthetic solvents will 
probably again produce varying operating results, and 
ultimately the former wide fluctuations in earnings. 

Turning to the radio industry, a typical example of 
the kind of industry under discussion, ave find more 




















Sales Trend Versus Investment Return 
Investment Return ($ millions) 
Sales ($ millions) Interest and dividends paid 

1929 1932 1933 1936 1937 1941 1929 1932 1933 1936 1937 1941 
Durham Hosiery Mills. ............2.. 5,713 2,318 2,288 2,757 2,930 3,353 129 21 41 18 34 235 
Gotham Silk Hosiery. ...........00005 N.A. N.A 4,712 9,216 9,173 8,106 1,733 407 383 354 419 216 
eS EY Neer 26,018 10,455 11,598 15,070 14,729 18,287 2,003 37 136 850 552 386 
Phoenix Hosiery Mills. .......2eeeeee. N.A. 67(b) 496(b) 9,295 9,690 9.651 N.A. 3 93 86 86 108 
Real Silk Hosiery Mills............... N.A. 4,637(c) 4,624(c) 12,349 11,864 10,265 693 281 93 369 14 155 
Te arn @153,520 84,631 8,518 113,126 131,217 161,078 6,472 3,501 3,394 4,652 3,561 6,735 
Continental Oil............ +.» @ 81,893 3,405 52,338 75,762 89,180 106,526 1,886 46 550 5,853 7,023 5,322 
Mid-Continent Petroleum. . - 15,400(d) 2,915(d) 3,353(d) 40,357 41,97 44,47 2,855 N.A — 2,129 2,788 2,141 
Lo, re a 76,889 60,711 54,233 06,114 119,097 112,863 7,840 4,241 2,191 4,240 5,075 6,048 
Shell Union Oil - 245,160 161,124 167,011 31,698 260,307 300,053 24,126 5,289 4,412 16,143 17,229 16,086 

Internat. Paper. 148,575 129,531 135,33 13,229 123,487 214,334 33,328 26,464 33,328 5,487 6,980 18,35 
St. Regis Paper..... N.A. 8,185 6,85 10,738 15,011 30,000 by 852 596 428 455 214 
SRS Rak: is eheneso so 164,494 74,501 79,293 41,097 149,971 211,451 9,29 3,065 2,612 5,148 5,950 6,473 
256,227 109,051 109,655 85,915 216,174 330,5 15,961 9,342 5,227 8,444 12,349 8,240 
192,962 78,300 88,326 60,361 186,253 315,345 5,935 4,381 3,845 2,848 2,574 10,094 
144,585 84,337 75,402 35,701 156,823 268,091 4,502 5,065 3,851 4,521 7,627 17,646 
N.A, 6,411 5,150 10,599 13,769 20,412 N.A. _ 128 411 4 

N.A. 408(b) 409(b) 1,703 2,249 3,864 A, 25 33 4ochl 
17,124 85 * 2,270 5,145 376 4, 360 30 62 6 67 93 
NLA. N.A. 5,536 14,435 13,405 44,697 A. A. 671 17 421 669 
N.A. 592(a) 115(a) 6,70 25 10,651 399 4c 199 49 49 
57,227 13,217 15,744 30,795 34,212 76,560 4,533 692 664 896 746 «1,792 

48,652 17,116 13,614 28,769 30,684 72,775 1,000 3,125 —— —_— 781 
4,407(b) 939(b) 2,176(b) 47,856 45,938 66,410 1,957 1,518 1,549 2,109 1,582 1,450 
8,942(b) 9,531 2,939%(b) 11,414 10,800 27,746 2454 —— _ 292330Cl 847 
a 496 6,367 8,542 0,136 4,824 19,152 N. - 11,244 3,765 1,322 1,325 1,898 
- 19,762 9,262 10,995 12,058 10,172 16,903 70 499 414 410 410 302 
«+. a176,593 66,168 61,561 100,229 111,852 157,891 4,410 3430-—— 3,222 3,638 3,218 

12,578 5,277 10,637 21,583 18,735 27,171 —— — — 68 _ 16 

e—Alll Sales"’ figures are gross Oper. Income. b—Alll Sales" figures are Oper. Profit. c—Mfg. Profit. d—Net Oper. Rev. | 
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hopeful possibilities though these are by no means un- 
qualified. Ever since the Twenties, the decline in prices 
necessary to expand volume has degenerated into price 
wars; thus rising volume and falling unit costs produced 
not higher but lower earnings, relatively. Starting from 
scratch in 1919, the radio quickly swept the country. 
Quality improved, sales swelled enormously but continu- 
ous price wars among a host of competitors prevented 
sustained profits. Spectacular losses were inflicted upon 
stockholders of numerous companies. The leader, Radio 
Corporation, paid no common dividend from its organi- 
zation until 1937. A limited number of enterprises 
eventually succeeded in placing their stock on a dividend 
basis which however in no case was sufficiently stable and 
regular to warrant investment rating. Zenith and Cros- 
ley, and a few more are in this class. What about the 
future outlook? 


Stability Ahead 


The industry plainly has gone through the wringer, 
and over the longer range, new developments such as 
television, frequency modulation plus the relatively 
high rate of replacement demand promise satisfactory 
sales and earnings for the remaining companies. Postwar 
volume should be well above prewar, with gradual further 
growth from exploitation of television, etc. Competition 
will remain keen but hardly as deadly as in former years. 
Additionally, a growing trend towards diversification of 
some companies will impart further stability. Unless 
conditions within the industry change radically (for the 
worse), prospects are that the industry henceforth will be 
better able to control the influences from which it suf- 
fered so much in the past. 

Another industry well on its way towards improved in- 
vestment stature is the tire & rubber industry. It did 
well until 1930; since then results were compromised by 
weakened price structures due to enormous competitive 
pressure, and by fluctuating raw material prices which at 
times led to painful inventory losses. Until the war, the 
industry has been unable to translate rapidly mounting 
demand into appropriate dividends. Price pressure by 
automobile manufacturers, mass buying of large retailers 
such as the mail order houses and Standard Oil-Atlas, 
as well as by fleet owners made for unsatisfactory selling 
prices. Though volume of production and sales grew 
apace, the industry was unable to place its securities, 
especially their common stocks, on an investment basis. 
As a whole it has never reached investment maturity, 
despite its basic character. Serious price breaks occurred 
in 1920-21, 1925-26, 1929-30 and again in 1931-32 and the 
common stock of virtually every company remained high- 
ly speculative. Some have gone through the financial 
wringer. Fisk and Kelly are notable examples. Among 
the major manufacturers, U.S. Rubber paid neither a 
common nor a preferred dividend for many years. In 
December 1938, it paid its first preferred dividend since 
1928; in 1941, the first disbursement since 1922 was made 
to holders of the common. Some companies did better, 
of course, but none achieved investment status. 

There are several factors which should spell improve- 
ment henceforth. Sales prospects for the early postwar 
period are unusually bright, what with tremendous re- 
placement demand and the prospect for several years of 
record-breaking automobile output. Greater quantities 
of tires will be required for airplanes and farm vehicles 
than in prewar years, and growth trends in sales of me- 
chanical rubber goods should be accelerated. Altogether, 
this indicates a huge market for years to come. But most 
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important, there is distinct promise of greater price sta- 
bility, the lack of which was the chief source of past 
troubles. Mass buying by large retailers at excessive 
quantity discounts has been outlawed and return to this 
ruinous practice is hardly likely. Moreover, the industry 
in the early postwar years will enjoy a sellers’ market 
which should make for an all-around firm price struc- 
ture. With synthetic rubber available in volume, the 
danger of large inventory losses due to sharp fluctuations 
of the natural rubber price should be minimized if not 
largely eliminated, though at the moment, political and 
economic factors still cloud the issue. Last but not least, 
the strong trend towards diversification constitutes an- 
other stabilizing factor, especially noteworthy in the 
case of Firestone with its ambitious merchandising plans 
for postwar. Altogether, postwar changes in the indus- 
try’s basic position may well be far-reaching with impor- 
tant implications as to the future investment standing of 
rubber equities. 

In the newsprint industry, constructive trends are also 
discernible. The industry reached peak expansion in 
1928 and thereafter suffered severely from overcapacity. 
Competition and controlled mass buying of newsprint 
forced down prices, in turn often leading to distress sell 
ing. The price collapse in the early Thirties led to re- 
ceivership or bankruptcy of many companies even though 
newsprint demand was expanding. Companies such as 
Price Bros., Abitibi, and numerous smaller enterprises 
defaulted on their bonds. 

Originally, only a few companies controlled industry 
output. A splurge of plant construction in the middle 
and late Twenties caught the industry with a heavy ca- 
pacity in the early Thirties. The limited number of 
buyers represented by publishers took advantage of the 
buyers’ market and obtained substantial price advan- 
tages. The result, needless to say, was extremely unsatis- 
factory for the newsprint industry, encumbered by heavy 
interest charges since most companies had long met a 
large part of their long-term capital requirements 
through bond issues. 


Future Outlook 


Since the war, the newsprint supply has tightened pro- 
gressively and stocks currently are at their lowest; there 
has been a notable strengthening of the price structure 
with the price now $54 per ton against $40 in 1934-35. 
Price improvement, however, dates back to 1936, reflect- 
ing increased demand, gradual elimination of contracts 
specifying that lowest market prices must be met, spon- 
sorship of the Canadian provincial governments in bal- 
ancing operations among the various mills and in oppos- 
ing price cutting. 

After the war, demand for newsprint will be greaten 
than ever and resumption of exports from European 
countries is not expected to become a serious price fac- 
tor. Operations of virtually all paper companies have 
become more diversified, imparting greater earnings 
stability, and the industry faces a long period of near- 
capacity operations to meet deferred demand as well as 
keep up with the natural growth trend in newsprint con- 
sumption. The problem of overcapacity has been alle- 
viated during the past decade when financial difficulties 
forced the permanent withdrawal of a good many mills. 
While present-day capacity is still large, the gap between 
consumption potentials has been narrowed and what 
with prevailing saner price policies, no recurrence of the 
earlier extreme difficulties is (Please turn to page 262) 
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REALITIES and UNREALITIES 
IN LABOR’S NEW DEMANDS 

















The Drive for Guaranteed Annual Wages 


BY Sb 


Tue broad purpose of organized labor has always been 
the same: to improve the lot of workers in terms of in- 
come and purchasing power, of working conditions and 
of collective and individual security. As in a protracted 
war, the tactics change; and when one limited objective 
is gained, the effort shifts to a more advanced one. 

Of especial significance today is the growing insistence 
of the more aggressive elements of union labor on the 
elimination of various ancient class differentials between 
the status of wage workers and that of “white collar” 
salary workers. By custom—also to some extent for eco- 
nomic reasons—the latter on an average have much 
greater security of job and income than do wage workers. 
By custom they also in most cases have such standard 
“rights” as a two-week vacation, two weeks’ dismissal 
notice, usually full pay during limited periods of illness. 
Furthermore, in a growing number of instances salary 
employees have the protection of group life and health 
insurance, of retirement-pension plans, etc. 

Organized wage workers, particularly the groups affili- 
ated with the C. I. O., have in recent years been increas- 
ingly demanding more and 
more of these “rights” of the 
“white collar’ workers. In 
short, Labor wiih a capital 
L, is out to lift itself—eco- 
nomically and socially — 
into what is loosely called 
the Middle Class. 

The most revolutionary 
of these objectives, and the 
one which as a_ practical 
matter will be most difficult 
to attain on any _ broad 
basis, is the guaranteed an- 
nual wage. This is not a 
new idea, but the urgent 
emphasis now put on it by 
some of the most powerful 
national unions is new. 
Heretofore the national 
unions have been more or 
less content to accept and 
watch the “laboratory work” in guaranteed annual wage 
plans as developed with careful individuality by a small 
number of corporations in cooperation with local unions 
or otherwise limited segments of organized labor. 

More than ever before, public attention was recently 
focused on the issue of the guaranteed annual wage as a 
result of its prominent inclusion among the demands of 
the C. I. O. Steelworkers’ union, upon which the War 
Labor Board has now issued its findings. Obviously, if 
it were feasible to establish a guaranteed annual wage 
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They are in the money now as never before 


SHELDRICK 


in so cyclical an industry as steel, it would be feasible to 
do it in every industry. That fact highlights the boldness 
of the C. I. O. demand, and its possible ultimate impli- 
cations for our whole economy and, therefore, for in- 
vestors. 

As was to be expected, the War Labor Board declined 
to pass judgment on the validity and practicability of 
this demand—but it left the door open for the future. In 
a separate report it recommended to the President that a 
special commission be set up to study on a national scale 
the “whole question of guaranteed wage plans and the 
possibility of their future development in American in- 
dustries as an aid in the stabilization of employment and 
the regularization of production.” It can be taken for 
granted that the issue and the problem will remain very 
much alive. 

It need hardly be emphasized that, in any business 
which has reason to allow for the probability of substan- 
tial year-to-year fluctuations in volume of sales, a guar- 
anteed wage plan inevitably involves a very considerable 
financial risk for the employer. Like any other change, 
actual or potential, which 
threatens to raise the unit 
labor costs of production, 
progress of the guaranteed 
wage movement could not 
fail to be taken into invest- 
ment calculations. 

For example, in recent 
weeks most textile shares 
have been considerably 
weaker than the general 
market average. ‘This is, 
relatively speaking, a low 
wage industry, especially in 
the cotton goods end. What 
has given investors pause is 
not thoughts of a guar- 
anteed wage—for no such 
move appears at all immi- 
nent—but the more specific 
probability that the Ad- 
ministration will (1) both 
permit and sponsor higher hourly wage rates in all in- 
dustries, including textiles, after defeat of Germany and 
(2) the current preliminary efforts of the unions and of 
some elements in Congress to set up a wage floor higher 
than the 40 cents an hour presently provided in the 
Wages and Hours law. In most textiles the labor charge, 
however low the hourly rate, looms very large in total 
operating costs. What some sellers of textile shares ap- 
parently envisage is a squeeze on profits due to higher 
coming unit costs of labor and continuing Governinent 
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“ control of prices. This concern appears to be well-founded. wage guarantee, would make for a more stable economy: 
A guaranteed annual wage need not in all cases raise and at the same time an economy much more devoid of 
actu al labor costs. In the few instances of consumer goods — dynamic long-term growth. However, this whole premise 
| companies which have had long experience with “such is questionable. Despite years of study of business cycles 
plans, the financial results are regarded as beneficial to by innumerable expert economists, Dr. Wesley C. Mit- 
een | (hie companies as well as to the workers. But everything chell, one of the most eminent of them, points out that 
was} depends on the character of the business and individual — there is agreement only on what happens, no agreement 
wee fF company circumstances. All wages, guaranteed or not, or certainty as to why it happens. 
have to be paid out of continuing company income U nquestionably a worker able to count on a minimum 
garnered from sale of output. Few enterprises could meet annual income would be more loyal and efficient than 
frozen payrolls for more than a relatively short period he would otherwise be. And, also unquestionably, such 
ut of past accumulation of profits. The more stable isa a worker would tend to spend more freely of his earnings 
panne sales volume from year to year, the more than if he had to reckon on the hazard of being laid off 
likely is it that a guaranteed annual wage is feasible— overnight at almost any time. So we can all agree that 
but, given that condition, employment and worker in- guaranteed annual wages would be a good thing for the 
come are proportionately stable anyway. In other words, country—if feasible, w hich is to say if economically sound 
€ to} annual wages are most feasible—and are now in some and supportable. 
ness f cases being paid—in the very situations where they are But in an economy such as our has always been hereto- 
ipli- least urgently needed as a stabilizer of worker income. fore, subject to sharp ups and downs in most industries, 
in- the blanket imposition of guaranteed annual wage sys- 
| The Cyclical Industries tems would be highly impracticable and would have 
ned some obviously undesirable tesults if attempted. Satis- 
y of In contrast, jobs are most insecure and the continuity factory employment levels can be maintained only 
In | of any given weekly income most uncertain in lines of through continued business expansion, and that rests, 
ata } business inherently subject to sharp sales fluctuations. among other things, on progressive growth of productive 
cale | From the workers’ point of view, that makes a guaranteed capital investment. Since a guaranteed wage must be 
the — annual wage more urgently needed than in more stable either a real or potential financial hazard, it would tend 
in- | industries. From the point of view of general economic to stymie capital expansion in many instances. There- 
and stabilization—assuming for the moment that guaranteed fore, it is questionable whether labor in the aggregate 
for | annual wages could make an important contribution would benefit in the long run. 
ery thereto—it is also in the cyclical industries that there is Who would guarantee the guarantor against insol- 
greatest need and opportunity for stabilization. But the vency? If the Government did it, that would be anothe 
1eESs rub is that from the employer’s necessarily hard-headed move and a very long one toward Government regula- 
an- view—founded on very stubborn economic reality—these tion and domination of business, and away from the 
lar- — are the very industries in which wage guarantees would _ flexibility of private enterprise. If there were no Gov- 
ble carry the greatest financial hazards. ernment guarantee against insolvency, many a “prince 
ge, For instance, if there were real reason now to believe and pauper” company would in due time find itself 
ich that the Government would impose a guaraiteed wage bankrupt. 
nit system on all business—without Government guarantee Take the case of the steel industry. As the War Labor 
on, of the wherewithal for meeting payrolls—you would see Board itself observed, ‘in normal times the durable goods 
ed investors at once begin to make much sharper distinctions industry consumes go per cent of the steel production, 
10t than heretofore between stable-income company shares and its rate of purchases rises and falls rapidly, sharply 
*st- and shares of cyclical companies. Relatively, the former and irregularly as the demand for its products changes. 
would have higher investment status than now, the latter It has not been established that the steel industry can 
nt much lower. In periods of sales slump, earnings of compel its customers to change their buying habits.” 
res cyclical companies would be more vulnerable than before Additionally, the Board — (Please turn to page 265) 
aly —which means that losses in 
ral bad periods would be much — ee a ee 
is, | larger. Conversely, because of Income Tax Returns by Net-Income dtiiaaiii 1934 to 1940 
- the wage liability involved, NET-INCOME CLASS 1934 «1935, 1936. 1937. 1938 _ 1939 940 
in such companies would be Number of returns. .......++. 4,094,420 4,575,012 5,413,499 6,350,148 6,203,657 7,633,198 14,665,462 
at | more cautious in expanding |} Uae siagoccessc 0c Vaca Vaepaze aria0s sey 143 Gamer, 314ee toe) tae 
is | operations and employment in }] $3000 t0 $2.000------07: $BORSE TQRESS onoaay Wastes aieaes Taseaes Lasegs 
ur- good periods. ‘To that extent, 5,000 to $10,000.......... 290,824 339,842 440,886 471,171 415,596 484,698 539,159 
ch | the benefits of a wage guar- || $52000t0 $s0000......... "20/931 "36/089 hag “Ieoas ‘26336 St'993 37/264 
ni- | antee to the recipients would || HReHBse Siebans, <<: “Sora NRE HRGE TEEN “Tie RE 1082 
fic have the offset —in overall || $150/000 to $300,000....... 690 896 i'44 1,358 766 935 1,131 
d- | economic effect—of a limita- |} $200800te Seances. eSB 
th tion placed on employment | $1,000,000 and over........ 33 41 61 49 57 4 52 
n- opportunities of others seck- |} ; n thousands of dolla 
i go | Netincome..........2.0+6. 12,796,802 14,909,812 19,240, 110 31,956,574 18,897,374 23,191,871 36,588,546 | 
id ing work. | Under $1,000. ....... 2.000 211,113 ‘198,900 ‘187,113 202,401 259,833 ‘253,911 1,525,260 | 
" If one could safely assume |) $480010 $2.000----------: Bavase Paavses 595909 Soe0'ses g0ars00 Sarees 12363639 
er that over-expansion in boom |) $3,000 to $5,000........... 2,839,348 3,249,107 3,821,708 4,646,965 4,317,709 5,434,218 6,014,768 
1e | periods by cyclical-industry |} $7¢,000te $25,000.....1... 1sta;s92 1eaeant 9628002 2.639518 s05.719 aa1ors8 2785,041 
. 7 ee ee ee ome 35.000 to $0000 eos: JORIS Baeaee geNae Taexasl sacies ‘oizios “iizase 
al of depressions, then anything 100,000 to $150,000....... 117,744 166,379 311,879 378,964 158,413 193,959 235,754 | 
. +p 150,000 to $300,000....... 140,960 179,911 307,930 279,724 154,996 187,482 226,59 
a which would inhibit such $300,000 to $500,000....... 3,832 (77,907 124,523 117,477 78,441 81,387 101,756 
+ | over-expansion, including the |} $24989610,$1.000.000.--- $9464 Tet) lvost ‘esaie | st0i0s «asm Sa'8e4 
it risk incurred in an annual 
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Washington Sees: 


With deep regret Secretary of State Hull's 
retirement from office which he has held longer 
than any of his predecessors. As an outstanding 
figure in our national life, as an eminent Secre- 
tary of State, he will be greatly missed and the 
hope is that his valuable services will continue 
to be available to the country. His experience, 
his judgment, his complete intellectual integrity 
cannot but render invaluable whatever future 
contributions he may be able to make to our 
cause. 

Secretary Hull has held his office with a dis- 
tinction that ranks him among the first of our 
great State Secretaries. He viewed a troubled 
world with understanding eyes, with a deep con- 
viction behind his untiring work for the promo- 
tion of peace. 

In his earnest fight for trade treaties and the 
principles they embodied he has left the stamp 
of his own simplicity and sincerity upon our for- 
eign policy. He never failed to keep a firm hold 
upon the broad essentials of world peace and 
world organization. Both as man and as Secre- 
tary of State, Cordell Hull has won universal 
respect. 

With promotion of international trade a large 
part of the cooperative effort looked for in a 
post-war world thatched with treaties, appoint- 
ment of Edward R. Stettinius jr. as Secretary 
of State takes on added significance. 

His schooling in the way of private enterprise, 
capped by four years of Government service in- 
cluding fourteen months in the field of diplom- 
acy, admirably fits him for a Secretaryship of 
the unique character that falls to a State De- 
partment head under President Roosevelt. 

Policies and practices will remain unchanged 
in the switch, except that the State Department 
will have an internal streamlining. When major 
questions are being considered, Mr. Stettinius 
can be relied upon to follow his Chief. Just as 
Secretary Hull, he has unquestioned loyalty to 
FDR, knows his mind and his aims. 











By E. K. T. 


SMALL ARMS production schedules planned to reach 
their height by the middle of 1945 make clear that Gen. 
Eisenhower expects still to be fighting the Nazis at that 
time. The General was author of the program; the ma- 
teriel is designed for his theater. That, plus ease with 
which United States bombers have dealt crippling blows 
to the Jap homeland, revives speculation whether vic- 
tory in Europe or Victory in Japan will come first. 


NO-STRIKE PLEDGES by both major labor organiza- 
tions—American Federation of Labor and Congress of 
Industrial Organizations—made newspaper front pages 
alongside stories telling of a citywide delivery men’s 
strike in Boston, and numerous strikes by long distance 
telephone operators. Lack of power to control work 
stoppages excuses A F L, which is a federation of autono- 
mous unions. Underlying cause is slowness with which 
W LB handles cases until “pressured” as it has been by 
John L. Lewis. 


CONGRESSIONAL supporters of a constitutional amend 
ment to give the House a voice in making the coming 
peace are counting on the pressure of public opinion to 
force Senate acceptance of the proposal. Under existing 
law the Senate has the lone voice, but the November 
election did little to raise the prestige of that body. The 
peace was lost a quarter of a century ago by the Senate 
with heavy cost, and House members think this is the 
time to clip “the greatest deliberative body in the world.” 


GOVERNMENT is urging industry and business to do 
something about the separations from war work but is 
setting a poor example. Today, 245,000 Federal jobs are 
vacant. Congress has been generous with overtime pay 
and the prospect of cutting that bonus has resulted in 
resignations. The “peace market’ for jobs is too bullish 
for Washington to cope with. The levelling off, which 
means millions saved for the taxpayers, is under way and 
department heads are entitled to no credit for it. 


COMPULSORY military training for youths in the latter 
‘teens could be enacted today but delay until the next 
congress convenes might defeat it. If reconversion and 
unemployment coincide with congressional consideration, 
the bill will pass. It would take millions of prospects 
out of the job competition. But if it is not linked with 
employment problems, religious groups and mothers’ 
organizations will doom it. 
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Capitol Hill is experiencing the lull before the storm 
that will break in January when the legislative hopper is filled 
with social reform bills and hundreds of drafts by which House 
members successful at the polls Nov. 7 go through the motions of 
carrying out campaign pledges. 

















Promised is a tug-of-war between the conservatives and 
the liberals. Granted, the first of these tags may be a term of 
convenience, the second must be taken at literal face value. 


There's fiscal liberality in the air. 














First to reach for the moneybags was the District of 


































































































ach Columbia with a newsSpaper-inspired grab for a huge national 
en. stadium to be located here. Local spirit runs high, possibly 
hat because local costs would run low. The District receives a large 
‘th chunk of its operating costs from the Treasury, would get the 
jo Stadium almost as a gift. 
VIC- 
Likelihood is that Congress will balk. Conservatives, by a coalition 
‘ seem likely to hold the purse-strings. But the stadium notion is symptomatic, 
= not isolated. 
of 
- Preferring to look at the narrow bridge of popular ballots rather than 
nce the wide span of electoral votes in the national election, republicans are 
ork optimistic. They're looking to 1946, not yet to 1948. GOPers believe they can 
no- capture the House two years hence, tie F. D. R.'s hands as the democrats did 
_ Hoover's in 1930. 
Interim legislative battles will be numerous, hard-hitting, but bright 
ond spot is an evident unity on major questions: winning the war and the peace, 
ng reconversion with least possible disruption, jobs. The fight will be waged on 
_— domestic issues. 
Ang 
b 
rhe Decision of CIO to continue its Political Action Committee invites new 
late speculation as to actual objectives. Its success was spectacular as a seller of 
og things political. Query: Was it made permanent to serve, too, as a collector? 
Sidney Hillman's frequent references to labor as a political body in 
Bs British Government are running through the minds of PAC campaign beneficiaries. 
a Source of some of the promised sixty million postwar jobs is coming into 
1 in focus. President Roosevelt already is urging a start on the St. Lawrence 
lish Waterway project--an item of 420 million dollars, most of it billed to the 
~ United States. And seven more water—power projects like the Tennessee Valley 
— Authority are on the horizon. 
itter Pre-war justification of the St. Lawrence River program was national 
1ext defense, primarily, commerce aid and jobs, following in that order. Similar 
_ grounds now are urged, but in inverse order. 
vith Re-election of Senator Robert F. Wagner revives chances for socialized 
ers’ medicine, but by no means insures enactment. Safest forecast is an intensified 
drive for the Wagner cradle-to-the-grave plan which will fall short of the mark. 
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The New Yorker reads a "mandate" into his election, intends to proceed 





on that basis, he has stated. 





Tax relief in the sense of tax reduction is a remote prospect. For 


present at least, the country needs more, not less, taxation the experts agree. 
In the year ending June 30, 1945, operations will be 53 billion dollars in the 








red. 





Tax policy next year will be influenced largely by nonfiscal considera-— 
tions. Changes in the Revenue Act create political and economic unrest, hinder 
the war effort. Congress is keeping that in mind. 





Tax reform is not standing still, however. The Joint Senate and House 
Committee on Taxation soon will receive the report of its board of experts after 
a year of study. High points will be equalization, and removal of deterrents 
to risk-taking. 














War Manpower Commission may go to Congress for statutory power to enforce 
its mandates. War industries are losing needed employees by thousands and most 
of them aren't even asking for "Certificates of Availability." 








The McNutt agency is critically weak insofar as implementing its orders 
are concerned. Its program of hiring control was ambitious, plausible; but it 
is mainly voluntary, backed only by flimsy threats of priority denials that 
aren't being invoked. 














A little noticed development points to all-out participation of Britain 
in the War of the Pacific. Scholarly Federal geologists who quietly studied 
and reported the natural composition of the islands have gone to London to meet 
with professionals selected by Churchill. 














Geology played a big role in the Pacific strategy. Selection of invasion 


points was made with a view to the water and soil conditions that lay ahead. 
Landing parties knew exactly what to expect, how to overcome unfavorable con- 
ditions. 








Britain intending to make independent landings in addition to combined 
operations has selected some of her outstanding scientists to pick up the 
information from the American geologists and make it available to the military. 











A Congress which hesitated to tempt fate by raising the national debt 
limit above 45 billion dollars will, within a matter of months, set the new limit 








at 300 billions and that may not be the end. 





The carrying charge, alone, on the 300 billions will be six billions. 
A score of years ago many members of the Senate and House were defeated for 
participating in the country's "four billion dollar Congress." And that 
included operating costs and carrying charges of the government, paid the whole 
bill for the year. 











Most optimistic plan for paying off the cost of the war contemplates 
amortization over a period of 100 years. Meanwhile taxpayers will contribute 


to the Treasury more for interest alone than they formerly paid for all functions 
of the Federal Government. 








Cost of writing the Federal laws is headed for a sharp upswing. Con- 
gressmen have written bills to raise their own salaries, set up a pension system, 
and increase clerical allowances by 50 per cent. 











Unless they rush the legislation through, their own pay will remain 
as at present for two years. Law prohibits them from sharing in any financial 
benefit during the term of office in which it was voted. 
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Sound Low-Price Stocks vs. 


a &. é 


Ix a major market rise the largest percentage gains are 
always in radically speculative stocks, while in falling 
markets such stocks suffer the biggest relative declines. 
At times the purchase of ‘a basket of trash’—a commit- 
ment spread among five or ten stocks priced under $5 
and even down to fractions of a dollar—can prove highly 
profitable. But over the long run it is very probable 
that more people lose money than make money in low- 
price stocks, either because purchases are made too late 
in a favorable market cycle or because commitments are 
held too long. 

During the bull market which began in the spring of 
1942, low price stocks in general have been more popular 
than ever before. There are various reasons for this. 
One is that in a war period it is always relatively easy for 
marginal or inefficient companies to make relatively good 
profits. ‘The normal pressures of competition are greatly 
reduced or eliminated. There is plenty of business for 
all. Civilians clamor for goods and services, with demands 
tending to exceed supply. Huge volumes of war goods 
are urgently needed by the Government, so much so that 
in many instances premium prices are paid to get ade- 
quate production out of inefficient, high-cost enterprises. 
For a great many companies, profit margins—both pre-tax 
and after taxes—are abnormally favorable. 

In short, there has been a temporary economic condi- 
tion not only unusually favorable to marginal companies 
but, in a majority of cases, relatively more favorable to 
them than to most large and efficient companies. Al- 
though there have been many exceptions, as a rule large 
gains in war-time per share earnings have been more 
common among marginal and secondary companies than 
among “‘first line” companies. 
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LIFFORD 


A second influential reason for the exceptional popu- 
larity of low price stocks over the past couple of years 
has to do with taxes. As compared with all previous 
rising market cycles of the past decade, income taxes are 
extremely high but the capital gains tax on assets held 
over six months is considerably more favorable to specu- 
lation and investment for market appreciation. Income 
in the form of dividends has been made much less attrac- 
tive, income in the form of capital gains much more 
attractive. Appreciation potentials in a war-economy hav- 
ing been regarded as greater in the average low price o1 
marginal stock than in the average prominent, dividend- 
paying stock, the change in tax factors naturally induced 
a considerable shift in demand from the latter to the 
former. 

Prevailing margin requirements encourage more specu- 
lation—predominantly on a cash purchase basis—in low 
price stocks than in older times, since marginal buyers 
have to put up more money than formerly and thus are 
able to buy fewer shares of higher price stocks. But this 
is not new. There has been no material change in mar- 
gin requirements as compared with the 1935-1939 period 
excepting the Stock Exchange ruling that full cash must 
be paid for stocks priced at $5 or less. 

It need hardly be said that the tax considerations pre- 
viously cited can not be taken as guaranteeing indefinite 
support for marginal stocks. They have represented a 
supplementary and secondary influence favoring such 
stocks, the primary factor having been a bullish economic 
status and resultant bullish market trend. When and if 
the earnings of marginal enterprises decline importantly, 
no other considerations will keep their shares from fall- 
ing in price. 
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A Representative List of Sound Low- 
Price Stocks with Above Average 
Long Term Potentials 


— Earnings Per Share ————— 

1936 1937 1939 
Barnsdall Oil...... $1.01 $0.85 $0.76 
Am. Type Founders 1.04 0.26 0.16 1.96 1.76 
Davison Chemical... 1.13 0.17 d0.26 2.51 269 





Evans Products..... 3.02 1.73 0.99 1.41 2.01 
International Paper... 0.25 24706 O44) 15 C207 
Federal Mogul.... 2.45 2°37 «255 3:60 3:16 
Murray Corp....... 0.98 0.92 0.90 1.47 1.46 
Motor Products.... 3.51 5.49 d1.19 1.96 2.87 
Nash-Kelvinator.... se 0.85 d0.37 0.89 0.96 
in ‘37 
oi. 6) ee 0.70 1.316 d010 .1974- 244 
Spiegel, Inc....... 2.51 1.70 1.02 d1.43 d2.22 
Stewart Warner.... 1.70 1.48 0.45 1.23 1.58 
Sinclair Oil. ...... 1.18 1.48 0.55 1.43 1.85 
Le ee 1.63 219 1.11 2.47 2.50 
Plymouth Oil..... 1.66 2.85 2.38 1.69 216 
Reliable Stores.... 2.33 216° 4148 #4161 £247 
Warner Bros....... 0.75 148 036 221 2:12 
United Drug...... — a2 0.97 0.79 1.70 1.76 




















Now it may be that the war, both in Europe and the 
Far East, may last considerably longer than had been 
generally expected a few months ago. If so, the day of 
reckoning for many a high-flying low price stock possibly 
will be proportionately deferred. But there is no certain- 
ty in the time schedule of the war. Whereas over the 
past three months the psychological pendulum has swung 
sharply away from “early peace in Europe and_reconver- 
sion,” it would not be particularly surprising if three 
months hence, or less, it had swung back just as sharply 
in the other direction. 

And since the market—and low price stocks above all— 
has been discounting peace and a_ post-war business 
boom for the better part of 31 months, it is very ques- 
tionable whether the addition of, say, 3 to g months to 
the duration of the war, as compared with previous ex- 
pectations, is a very pertinent consideration in continuing 
favor of marginal and low price stocks. Earlier in this 
bull market, when prospects for peace were far more 
indefinite than now, “war stocks’ were persistent lag- 
gards. Such rallies as they had, especially over the past 
twelve months, apparently were based mainly on con- 
siderations of their peace-time potentials rather than 
their war earnings. So examined, the bullish implica- 
tions of the present “longer war’ psychology, as applied 
to “war stocks,” are probably limited and may be non- 
existent. 

But the great majority of stocks, marginal and other- 
wise, are “peace stocks” and have been discounting peace 
and the anticipated post-war boom for a long time. 
Clearly the “longer war’ psychology can not of itself be 
bullish for these. 

Corporate earnings in the aggregate appear to have put 
their best war level behind and very likely will be mate- 
rially lower next year. A time is coming inevitably when 
it will be much less easy than now for the average enter- 
prise to make money, and when the normal difficulties 
encountered by inefficient, marginal companies will re- 
turn. In quite a few fields, competition will likely be 
much more intense than formerly. 

Under the conditions that have nourished this bull 
market for 31 months it is very easy for speculators and 
many investors to be lulled into a false sense of security 
and almost to forget what normal, competitive business 
is like. It will begin to return after defeat of Germany. 
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If anyone doubts that there has been something like a 
virtual cessation of competitive pressures for the present, 
it will be illuminating to examine the trend of commer- 
cial failures. 

Even in good times, under peace conditions, the aver- 
age failure rate was somewhere between 2,000 and 2,500 
concerns a month, including voluntary discontinuances 
that resulted in losses to creditors. The rate has been 
going down sharply throughout the war period, as was 
also true during the inflationary First World War period 
1915-1919, the most striking difference being that a much 
lower level has been reached this time because circulating 
money has been so plentiful that marginal concerns have 
had considerably easier going than in the last war period. 
At their lowest level in 1919, monthly commercial fail- 
ures got down to about 500, or less than one quarter of 
the rate of early 1915. In recent months the figure has 
been around 100 and in some months of 1944 it has been 
as low as 70. At the latter figure, failures and voluntary 
liquidations of concerns were only some 7 per cent as 
numerous as the average of 1939. In the first two years 
after the end of the First World War the monthly rate 
of failures increased by over 300 per cent. 

The writer cites these figures merely to illustrate a 
point. It is not suggested that there are bankruptcies 
ahead for any considerable number of companies large 
enough to have securities listed on national exchanges. 
But it 7s suggested that the competitive conditions which 
will result in a very sharp post-war rise in the commercial 
failure rate, will simultaneously result in smaller earn- 
ings, and more losses, among a great many companies 
that are faring relatively well now, even though the ma- 
jority as usual will manage to stay in business and pay 
the managers and employees but not the stockholders. 

At this year’s high THe MaGazine OF WaLL STREET 
index of 100 low price stocks was about 245 per cent 
above the 1942 low, compared with 67 per cent for the 
index of 100 high price stocks. As this is written, the 
former is about 222 per cent above the last major low, 
the latter about 60 per cent. At its recovery high to date, 
the Dow-Jones industrial average, made up of standard, 
prominent stocks, had merely approximated the highs of 
such years as 1938, 1939 and 1940 and was nearly a fourth 
lower than at the 1937 high. At the same time the total 
market evaluation of 30 low price stocks (Barron’s) was 
about double the highest levels of 1938-1940, over three 
times the low of 1942 and only some 14 per cent under 
the extremely speculative high of 1937. 


Time For Discrimination 


On the one hand, the average low price stock is very 
considerably inflated. On the other hand, there is ahead 
of us—possibly beginning within a relatively few months 
--a period when it will be much harder for marginal com- 
panies to make money. Not all low price stocks are 
those of marginal companies, but stocks of marginal 
companies are almost invariably low priced, which means 
that a goodly percentage of low price stocks represent 
marginal situations. What it adds up to is that, in the 
writer’s studied opinion, the time has come to scrutinize 
low price stocks, whether held or whether one contem- 
plates purchases, with exceptional care. It stands to rea- 
son that “bargain day” has long since gone by and that, 
at present prices, very few really good buys can be left. 
By now the real opportunities in low price stocks have 
been very thoroughly “combed over” by innumerable 
speculative-investors, professional security analysts and 
company “insiders.” 
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Among other things, the sense of false security that has 
been built up among many holders of marginal, low 
price stocks rests upon over-optimistic assumptions as to 
the extent to which the much- -publicized “tax cushions” 
can mitigate decline in corporate earnings. These cush- 
ions are indeed very important; and on an average they 
will operate to limit shrinkage in corporate earnings dur- 
ing the transitional period to fairly moderate propor- 
tions—but one need only take a look at the interim earn- 
ings reports, or at some of the annual reports to be forth- 
coming not many weeks hence, to discover that the cush- 
ions do not necessarily guarantee individuai companies 
either against very substantial shrinkages in profits or 
even actual deficits in some cases. 


Food for Thought 


To cite a few examples, the Bullard Company, a lead- 
ing maker of machine tools, showed an operating loss for 
the first half of this year, after full allowance for esti- 
mated tax credits, compared with net income of $4.21 a 
share for the corresponding period of last year. For the 
nine months ended September 30, National Automotive 
Fibres reported a deficit for the common stock, against 
$1.37 net per share a year ago. For the same period Fol- 
lansbee Steel, with sales down about 40 per cent, earned 
nothing for the common, against $2.48 per share profit 
a year ago. Also for the same period, Symington-Gould 
reported a loss, against prior profit of 52 cents a share. 
For the third quarter, General Refractories reported a 
deficit for the common versus 41 cents earned a year ago, 
and for nine months its profit of 36 cents a share was 
about 70 per cent less than $1.20 figure for the same pe- 
riod of 1943. American Rolling Mill reported net of 14 
cents a share for the third quarter against 58 cents a year 
ago, a shrinkage of about 75 per cent, while nine months’ 
net of 64 cents a share was about 52 per cent under com- 
parable 1943 figure of $1.95 a share. Many instances of 
interim earnings from a fourth to a third less than a year 
ago could be cited. 

Recently there were two “incidents” that rather shocked 
the market (1) the directors of Briggs & Stratton omitted 
a quarterly dividend that had been paid for a long 
period of years, although nine months’ earnings showed 
no significant decline. The explanation of the company 
was “the effect of renegotiation, price reductions by re- 
pricing of war contracts, freezing of working capital in 
the form of refunds of excess profits taxes not available 
until future years, and the uncertainty attending the 
times.” From this it would seem a reasonable guess that 
the full year report will show a shrinkage in profits of 
some proportions from a year ago. The stock immediate- 
ly fell about 7 points, recent low being 20 per cent under 
the year’s high. 

(2) The six month report of Lockheed Aircraft showed 
net equal to only 0.8 per cent of sales—equalling $2.56 a 
share against $7.42 a share for the corresponding period 
of 1943—and was accompanied by a hint from the mas- 
agement that the $2 dividend is unlikely to be contin- 
ued. At recent low this stock had come down in jig 
time about 18 per cent from the high. 

Now the examples cited in the three preceding para- 
graphs represent a very small minority of listed stocks 
and the writer is not attempting to make a bearish moun- 
tain out of a molehill. They are cited merely because 
they provide food for thought. It had not been general- 
ly expected by the investing public that these companies 
could run into adverse earnings situations at least until 
after the end of the war and that even then the tax cush- 
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ions would be a kind of “ace in the hole.” Yet there they 
are right now, while general industrial production re- 
mains 130 per cent above the 1935-1939 average in a 
largely non-competitive economy. It should be self-evi- 
dent that after the transitional period begins and normal 
competition reasserts itself, there is bound to be a very 
considerable increase in the number of such “accidents” 
or profit-casualties. 

Investors will have to face the unfortunate fact that 
what is going to happen to individual companies in fu- 
ture can not be forecast with anv degree of assurance. 
Some companies which were of marginal status before 
the war, but now earning good profits, will revert to 
something like the former status. A probably smaller 
number of former ‘weak sisters” will emerge from the 
war in permanently strengthened position, with much 
greater net working capital, a broadened “know-how,” 
profitable new lines of products. How is one to separate 
the sheep from the goats? Answer: it can not be done at 
this stage with any degree of certainty. There are too few 
known facts to go on. Therefore, only some very general 
rules of guidance can be attempted in this article. 

To begin with, bear in mind that the average specula- 
tive stock—especially if it is in the low price class—is much 
dearer now than it was three years ago or two years ago 
or one year ago; and that a proportionate increase in 
caution (and even emphatic skepticism) is warranted in 
appraising future potentials. This is no time to buy 
low price stocks on faith or a hunch or tip. If present 
earnings are materially better than pre-war, despite pres- 
ent very high tax rates, that obviously raises a question 
as to their post-war continuation and should at least put 
one’s guard up. 

In considering whether to hold, buy or sell a given 
stock, this is a time inviting the most careful possible 
analysis of its individual situation and its cautiously 
reasoned potentials. Try to make fully as much allow- 
ance for adverse possibilities as for favorable. At+best, 
such analysis will fall short of (Please turn to page 264) 
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|  Low-Priced Stocks Regarded as | 
| Having Dubious Potentials at 
| Present Prices 
| 
7—— Earnings Per Common Share 
1936 1937 1939 1942 1943 
| Amalgamated Leather d0.06 d0.60 d0.35 d0.29 0.67 
| Austin Nichols...... 0.24 d$2.08 d$1.89 $3.21 $3.92 
| Am. Zine. Lead & 
*  —gliipssaite d.50 4.23 d0.03 085 0.87 | 
| Armour & Co....... 0.74 0.62 d0.04 1.89 1.97 | 
Am. Hide & Leather-. 0.34 0.07 0.59 1.02 0.78 | 
| Am. Woolen........ d1.88 d11.16 40.35 5.93 7.56 | 
aie ee 0.04 d0.16 dO.57 0.82 0.61 
Budd, E. G.......... 0.35 0.48 d0.12 053 0.89 | 
Bush J sodhcae Veggowee: d3.80 d0.16 d0.13 0.95 1.13 
Byers, A. M.......-- d2.75 d1.15 0.53 3.03 284 
Caleb Fuel & fron. 2.18 61.47 3.10 240 2.97 
— Cons. 
et eee 0.30 1.61 0.70 1.44 1.39 
Federal Rates Truck.. 0.37 0.11 d0O.36 1.09 1.33 
Hupp Motor........ d0.82 d1.10 d0.74 0.37 0.18 
Hayes Mfg.......... d0.06 d0.14 d0.59 0.67 0.94 
Kinney, G. R........ d1.80 d0.87 d0.02 0.96 0.82 
Minneapolis Moline.. 0.14 1.26 d0.82 1.34 1.42 
Martin Parry........ d1.28 d1.05 d0.33 0.25 0.69 
Sparks Withington.... 0.49 d0.09 d0.12 0.55 0.87 
SGECIANE S565 a5 coc: d0.48 0.84 d0.07 0.92 0.87 
White Sewing 
Machine.......... d0.60 d0.50 0.80 0.80 0.04 
Webster-Eisenlohr.... d0.44 d0.56 d0.06 0.49 1.40 
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Potentials in the Dairy Stocks 





Borden vs. National Dairy vs. Beatrice Creamery 


SY @. Ff. 


For a number of years the shares of leading com- 
panies in the dairy products field have been widely re- 
garded as of above average investment quality due to the 
relative stability of earnings and dividends. However, 
there has been enough fluctuation in profits and market 
evaluations to permit patient investors to garner both 
excellent income return and very substantial apprecia- 
tion by purchasing dairy products stocks at opportune 
levels in depressed or reactionary markets. 

To cite some of the wider swings, Borden sold as low as 
18 in 1933, as high as 323% in 1936, dividend being the 
same for both years; at 15 in 1938, 2414 in 1940, dividend 
again being identical for these two years and the inter- 
vening period; as low as 183% in 1942 on a $1.40 dividend 
which then had been paid for five consecutive years, and 
as high as 341% this year on indicated dividend of $1.60. 

National Dairy Products common ranged from 1014 to 
2814 over the period 1933-1936; from 1114 to 185% over 
the period 1938-1940; from 1234 to 253% over the period 
1942-1944 to date. Over the entire period back to 1933 
the per share earnings varied between low of $1.01 and 
high of $2.09, while the dividend ranged between low 
of 80 cents and high of $1.50. 

Beatrice Creamery, the industry’s No. 3 company in 
size, had small deficits at the bottom of the great 1932- 
1933 depression and skipped dividend payments in two 
of those years. This stock ranged from 7 in the latter year 
to 2834 in 1937 when $1.50 was being paid; from 113% 
in 1938, on a $1.75 dividend which yielded about 16 per 
cent at the low, to 353 in 1940 when $2 was paid, yield- 
ing 5.6 per cent at the high; and from a low of 20 in 
1942, On a $1.75 dividend, to a high of 39% this year at 
which the indicated $2.05 dividend yields a bit less than 
5-2 per cent. 

Therefore, the first thing to emphasize about these 
stocks is that they offer rather modest potentials for capi- 





TRAVIS 


tal gains unless purchased when either depressed or re- 
actionary market prices are available. Assuming latest 
interim dividend payments indicate present annual rate, 
as this article is written the yield on Borden is about 4.7 
per cent, on National about 4.8 per cent, and on Beatrice 
about 5.3 per cent. Whether these yields are just fair or 
good depends on the investor’s perspective. They are 
good, compared with high-grade bond yields—as they 
should be, in view of the substantial price and dividend 
fluctuations heretofore cited. They are better than on 
quite a few common stocks. But dairy stocks have offered 
materially higher yields than now—sometimes much high- 
er—at some time in each year out of the past ten or more. 

As indicated, the stability offered by these stocks is 
relative and quite far from absolute. Hence, even if one 
concludes—as seems likely—that the general prospect for 
daily products companies is favorable as far ahead as 
can now be seen, the factor of current market price must 
be carefully taken into account before investment com- 
mitments are made. In deciding that the outlook for a 
given company is more favorable than that of another 
company, most investors fail to allow for the degree to 
which proportionate differences in market price may 
represent an equalizer so far as concerns both investment 
return and capital gains possibilities. The well-known, 
or “standard,” stocks—and the three we are here con- 
cerned with are such—have always offered greatest prom- 
ise at times when the fewest people were bullish on them. 

The dairy products business long was one of numerous 
small concerns operating locally. The large, nationally 
known companies were built to their present status main- 
ly by consolidations of well established local units— 
especially in the 1920’s—and by subsequent continuing 
acquisitions. ‘The growth of dollar sales over the past 
decade has been due relatively little to actual increase of 
consumption of dairy products—though there has been 
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some significant secular expansion of demand for cheese, 
evaporated milk and ice cream—but mainly to the com- 
bination of rising prices and sales increment as a result of 
company acquisitions. In a typical year around 75 per 
cent of milk produced is consumed as fluid milk and 
cream or as butter (in proportions roughly 50-50), the 
rest being converted into cheese, evaporated milk, ice 
cream and miscellaneous products in this order of rank 
in volume. In the decade 1929-1939 the consumption of 
fluid milk increased by only some 5 per cent. Reflecting 
enlarged war-time consumer demands, it has subsequently 
increased by roughly another 10 per cent. 

Consumption of butter in pre-war 1939 was only about 
10 per cent more than the 1924-1929 average, an increase 
less than population growth; and has declined during 
the war since both Government policy and profit mar- 
gins induced abnormally increased outputs of cheese and 
evaporated milk, in both of which military and lend- 
lease volumes are large. Discounting war-time influ- 
ences, it may be noted that by 1939 our consumption of 
cheese had expanded about 43 per cent over the 1924- 
1929 average, of evaporated milk by 81 per cent, and of 
ice cream by about 27 per cent. “War purposes” took 28 
per cent of butter output in 1943, 51 per cent of domestic 
cheddar cheese, 15 per cent of total dairy products. 

It is well known that profit margins are highest on the 
manufactured dairy products, and it is believed that they 
are quite low on fluid milk and cream—but none of the 
companies supplies detailed information on these impor- 
tant matters. The fluid milk end of the business has as- 
sumed some of the aspects of a “public utility,” with 
prices paid farmers under governmental regulation and 
with retail prices frequently under political scrutiny if 
nat attack. Unionization of workers, especially milk 
route drivers, has increased operating costs in recent 
years, but it may be noted that payroll is but a moderate 
portion of total cost. National Dairy has supplied a 
breakdown of its 1943 sales dollar, showing about 15 per 
cent of it went for payroll, about 62 per cent for pay- 
ments to farmers and other suppliers of materials, rough- 
ly 1 per cent each for dividends and surplus, about 6 per 
cent for taxes and the balance for containers, advertising, 
depreciation, fuel and other expenses. 


Operating Profit Margins 


Until aided by war-swollen dollar volume, the over-all 
operating profit margins of all the dairy companies in 
recent pre-war years were well under those that prevailed 
in the late 1920’s and not materially better—in some in- 
stances and in some years worse—than prevailed in de- 
pression years like 1932 and 1933. With the combination 
of modest profit margins and high war taxes, the latest 
annual earnings figures of all three leading companies 
are well under former top levels which were established 
in 1929 by National and Borden and in 1931—of all 
times!—by Beatrice. 

Post-war volume prospects naturally are more assured 
than for industry generally, but earnings potentials in- 
volve a very considerable element of conjecture. For in- 
stance, the ratio of Borden’s operating income to sales in 
1943 Was 10.4 against an average of about 6.5 for the pre- 
war years 1936-1939 or an increase of 60 per cent; while 
in the case of Beatrice operating profit margin of 6 per 
cent for fiscal year ended last May 31 was 43 per cent 
above the 1936-1939 average; and National’s margin of 
g.6 per cent was about 21 per cent above its average of 
1936-1939. “To what extent was this due simply to much 
larger dollar gross? T’o what extent was it due to the dis- 
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proportionate—and certainly partly temporary—inflation 
of demand for evaporated milk, cheese and ice cream; 
To what extent was it due to spreads between costs and 
selling prices somewhat more favorable than can normal- 
ly be obtained? There is no clue to the answers in any 
of the reports issued by the companies. 

As a generality it seems to this writer that where oper- 
ating profit margins are substantially higher than pre- 
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war experience—which is true of a great many consume? 
goods fields—their post-war continuation at equivalent 
ratios is doubtful. In the case of the dairy companies, the 
post-war decline in the relative profit influence of evap- 
orated milk, cheese and ice cream will tend to reduce 
over-all profit margin. On the other hand, the latter may 
be prevented from slipping as low -as before the war if 
the general condition is one of high national income. 
Prices can, and probably will, be shaded, but there can 
be no great decline as long as the Government remains 
committed to a generous farm support policy. 

The biggest question mark in the post-war profit out- 
look, as for most companies in all industries, centers in 
Federal taxes. Borden’s operating profit last year was 
more than $8,000,000 larger than in 1929, its income after 
taxes was nearly $11,000,000 less than in 1929. National 
Dairy’s operating profit was roughly $22,000,000 more 
than in 1929, its profit after taxes about $8,500,000 less 
than in 1929. Borden’s effective over-all Federal tax rate 
last year was around 54 per cent and will be higher this 
year due to absence of tax carry-over credits. National 
Dairy’s effective tax rate was around 62 per cent. That 
for Beatrice was about 66 per cent. Should post-wan 
taxes take 50 per cent, or moderately less, of pre-tax net, 
profits of all three companies might readily be large 
than now, even on moderately lower dollar gross, and 
Beatrice would be the largest relative gainer. 

The most obvious difference among these three com- 
panics is in size. In order of sales (latest full years) 
they rank as follows: National Dairy $580 millions, Bor- 
den $372 millions, Beatrice Creamery $106 millions. In 
order of total assets: National $206 millions, Borden $163 
millions, Beatrice $28 millions. It is interesting to note 
that in ratio to total assets, the volume of Beatrice is by 
far the largest and that of Borden the smallest. 

Carrying the latter comparison further, National’s 1943 
ratio of sales to inventory was 11.1 to 1 against 10.9 to 1 
for Borden and for both the ratio was fairly closely in 
line with their pre-war performance. In the case ol 
Beatrice, however, this ratio was 20.1 to 1—a much faste1 
inventory turnover—and this was well under pre-war ex- 
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perience since in many years the ratio was above 30 to 1 
and in some as high as 40 to 1. k 

Despite close similarity in general character of business 
handled, there are material differences of emphasis on 
product lines. Normally butter accounts for over a third 
of Beatrice sales, a much larger percentage than for 
either of the other two companies. Fluid milk and ice 
cream together account for almost half of sales; with the 
balance accounted for by cheese, condensed and dried 
milk, distribution of poultry, eggs and other non-dairy 
products, and operation of public cold storage ware- 
houses. While most of this company’s plants are in Ohio, 
Illinois and Iowa, it has plants in seventeen other states 
and recently appears to have been undergoing faster ex- 
pansion, through continuing acquisitions, than the larger 
companies. 

National is not only tops in over-all volume but has 
the strongest trade position in cheese and ice cream. Ac- 
cording to the latest breakdown available, fluid milk and 
cream account for only 27 per cent of gross, cheese (Kraft 
division) for 24 per cent, ice cream for 14 per cent, butter 
for only 11 per cent, and miscellaneous products for 24 
per cent. The company operates in most of the popu- 
lous states of the country, especially in the east, middle 
west and south, and does a large foreign business in 
manufactured dairy products. 

Borden’s sales apportionment among products has not 
been as specifically revealed as for National. It is under- 
stood that fluid milk and cream account for about 35 per 
cent, a somewhat less profitable ratio than for National; 
that ice cream is next in volume and that cheese is third 
and growing in importance. The division distributing 
butter, eggs, poultry and certain other food products is 
believed to be relatively small in percentage of total 
sales. As with National, distribution of most manufac- 


























| 
| Statistical Comparisons 
(Figures in millions of $ except where otherwise indicated) 
Nat. 
Capitalization Borden Dairy _ Beatrice 
Be ai Nia desing oa $10.6 $58.8 ~- 
Preferred Shares......... — sa 59,577 
= 2 eee 4,318,000 6,255,247 502,162 
es 
ee ae eee $37.2 $58.0 $106 
ee $20.9 $32.1 $59 
Per share, latest year..... $86 $93 $201 
Net Income 
ee See $9.41 $13.1 $1.7 
1 ae $7.98 $12.5 $2.0 
Per Share Dividends 
Ind. current rate......... $1.60 $1.20 $2.05 
NG a'k bin os. 50:5 wei $1.40 $0.80 $2.00 
Invested Capital 
et See $140 $178 $25 
eee $109 $171 $22.8 
Earned on Invt. Cap. 
Ee Se 11.03% 9.8% 1% 
OS ee Sere 7.3% 8.7% 1.3% 
Net Work Cap. 
Latest year............. $66.5 $77 $11.5 
BSP cits sbasseaesa's $39.2 $41.6 $9.3 
Current Ratios 
See 3.9 3.7 4.7 
SBOE Ss siicgiiccisaor 3.4 3.0 8.8 
Ratio Inventory to Cur. Assets 
IME RR ooo aksss0caies 38.3% 49.6% 36.3% 
Le See ae 31.5% 46.7% 21.8% 
Ratio of Cash to Cur. Lia. 
ee ee 1.7 1.1 7 
| Se ee 1.6 0.8 4.6 
Recent Price 
Earnings ratio ............ 15.7 12.0 12.0 
RS | er 4.1% 4.8% 5.3% 
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tured products is nationwide. Mostly in the east and 
middle west, fluid milk plants are owned in 15, states 
and ice cream plants in 24 states. 

All three companies have simple capitalizations. For 
Beatrice it is 59,577 shares of $4.25 cumulative convert- 
ible preferred shares and 502,162 shares of common. 
There is no funded debt. Borden’s capitalization is 
$10,637,506 of funded debt, no preferred stock, 4,318,000 
shares of common. National’s is $58,800,000 of funded 
debt, no preferred stock and 6,255,247 shares of common. 
In none are the charges ahead of the common large 
enough, especially in relation to sales and operating 
income, to impart any important factor of leverage in 
net per common share. It may be noted that sales vol- 
ume per common share last year approximated $201 for 
Beatrice, $93 for National and about $86 for Borden. In 
event of further growth, it would be reflected more dy- 
namically on a per share basis for Beatrice than for the 
others, especially as (judging by differences in present 
effective tax rates previously cited) Beatrice probably 
will be much the largest relative gainer from eventual 
post-war tax reduction. 


Comparative Dividend Yields 


Its moderately larger yield—currently 5.3 per cent 
against 4.7 and 4.8, respectively for Borden and Nationa! 
—of course indicates an investment consensus that Bea- 
trice is the more speculative of the three. The reasons 
for this consensus are (1) Beatrice has persistently had 
an operating profit margin materially lower than for 
either of the other two companies; (2) it is smaller, 
younger and less well known than the others; (3) it had 
deficits, though very small, on the common in three deep 
depression years and omitted dividends in two of them, 
whereas the other two had substantial earnings and paid 
dividends in all years since 1929. In recent years, as 
well as in the pre-war period 1936-1939, Borden has paid 
the largest proportion of its earnings in dividends, Bea- 
trice has been next in generosity—despite need for capital 
expansion—and National has made the smallest pay- 
ments in ratio to net income. 

In ten-year period since 1933, the sales of National 
Dairy increased from $231 millions to $580 millions or 
by 151 per cent; those of Beatrice from $46 millions to 
$106 millions or by about 128 per cent; and those of 
Borden from $186 millions to $372 millions or by about 
105 per cent. As measures of competitive progress in 
sales expansion, these comparisons are of limited useful- 
ness because of price changes which have not had equal 
effect upon dollar volume of the three companies. 

Over the period here reviewed the composite retail 
price index of dairy products increased by about 63 per 
cent. In terms of 1933 composite price, the sales gain 
through 1943 was about 56 per cent for National, 48 per 
cent for Beatrice, and 39 per cent for Borden. However, 
while prices of fluid milk, evaporated milk and cheese 
increased by percentages ranging, roughly, from 50 per 
cent to 55 per cent, the price of butter over the same 
period increased some go per cent. Since it has the 
heaviest relative position in butter, sales of Beatrice ap- 
parently were inflated more by mere price change than 
those of the other two companies. And since fluid milk 
price went up least (about 50 per cent) this may account 
to a considerable extent for the apparent lag in sales 
expansion of Borden, as compared with National Dairy, 
since the latter has a relatively smaller position in fluid 
milk than the former and a relatively larger position in 
manufactured dairy products (Please turn to page 261) 
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Tue better market action recently dispiayed by the 
rails as a group has quickened the interest of both in- 
vestors and speculators alike in the profit possibilities 
offered by the common stocks of railroads which have 
emerged from reorganization over the past few years. 
About 16 railroads have consummated their reorganiza- 
tion plans since enactment in 1933 of Section 77 of the 
Federal Bankruptcy Act. Not all of them, however, have 
been reorganized under Section 77. Some have been 
under the Chandler or McLaughlin Act, such as the 
Baltimore and Ohio, the Lehigh Valley, and the Dela- 
ware and Hudson. Others have completed reorganiza- 
tion under equity receivership, like the Wabash, Min- 
neapolis and St. Louis, and the Norfolk and Southern; 
while one, the Boston and Maine, reorganized under a 
voluntary plan. The more important roads reorganized 
under Section 77 include the Erie, Chicago Great West- 
ern, Chicago and North Western, and the Chicago and 
Eastern Illinois. 

In addition to those mentioned above, a number of 
roads probably will emerge from reorganization over the 
next 12 to 18 months. Western Pacific is likely to be 
the newest member of the reorganized group with con- 
summation of its plan expected in late 1944 or early 
1945. Seaboard Air Line, which is proceeding under 
equity receivership, should come out some time around 
mid-summer of next year and the Denver and Rio Grande 
under Section 77 in the fall of 1945. 

Reorganizations expected to be completed early in 
1946 are those of the Chicago, Milwaukee, St. Paul, the 
St. Louis-San Francisco, and the Chicago, Rock Island. 
Appeals and other contingencies could arise to delay the 
progress of most of them, but at this writing, consumma- 
tion by such dates appears indicated. We are not con- 
cerned with these future consummations at this time, 
but they are mentioned in passing to point out that 
additional common stocks of reorganized railroads of 
major importance will be available for consideration over 
the near and intermediate terms. 

Our primary interest here is with the stocks of com- 
panies which have already discharged their reorganiza- 
tion problems, which have emerged from the jurisdiction 
of the courts and are now operating as free corporate 
entities under their own managements. What are the 
positions of the common stocks in these new companies? 
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BY ROGER CARLESON 


Are they still marginal situations or have the capital 
structures been scaled down to the point where earnings 
can be shown under conditions which might be regarded 
as normal, or at least under conditions which include 
reasonably active industrial operations? Are the com- 
mon stocks of railroads which have been reorganized 
attractive at present prices on the basis of possible future 
earnings? These are some of the questions which in 
vestors are asking. Much, of course, will depend on the 
abilities of the new managements and the trend of events 
after the war is over. However, an approach to their 
answer may be had by examining the individual com- 
pany’s present capital set-up in the light of what has 
transpired in recent years. 

Before discussing some of the more important grad- 
uates of the reorganized railroad class, it is important to 
point out a marked psychological change which has oc- 
curred in financial circles in respect to anticipated peace 
earnings as compared with wartime earnings. Because ol 
their transient character, war earnings have been eval- 
uated at a low ratio—many railroad stocks have been 
selling at as low as two or three times earnings. With 
the approach of peace, they are reaching new highs. This 
new buying is predicated not on the belief that earnings 
will be higher in the post-war period (for they very 
likely won't be) but rather on the fact that $1 of peace 
time earning power is of greater value than the same 
amount of wartime earning power. Thus, for example, 
a former borderline rail stock with earnings of $16 pei 
share in war time might sell at about 35, but if sufficient 
improvement in its position had taken place so that it 
gave fair promise of earnings around $5 to $8 per share 
in post-war years, the same stock would not appear over- 
priced if it sold at levels of around 50. The greate1 
permanence usually associated with peace earnings would 
appear to be the natural foundation for higher evalua- 
tion of earnings now, resulting in advancing railroad 
stock prices, and it is an important factor to be remem- 
bered in appraising stocks of reorganized railroads. 

Chicago North Western—This company is the result 
of a drastic reorganization under Section 77. Fixed debt 
of the old company of approximately $362.7 million was 
scaled down to $10.3 million fixed debt and $105.1 mil- 
lion contingent debt for a new total of fixed and ‘con- 
tingent debt of $215.3 million. Interest charges of about 
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$16 million for the old company were cut to $4 million 
fixed interest and $4.7 million interest contingent on 
earnings of the new company. Further reductions in 
total capitalization were accomplished through retire- 
ment of approximately one-half of the $48 million R. F. 
C. loan immediately following emergence from reorgan- 
ization. Actual debt not issued through repayment of 
the R. F. C. loan amounted to $7.8 million of first mort- 
gage bonds and $12.1 million of new income bonds. 
Total debt was thus reduced to around $155.5 million. 
In addition some $15.5 million of preferred stock and 
$23.3 million of common stock were not issued to the 
R. F. C., thus improving still further a capital structure 
already impervious to depression influences. ‘The com- 
pany’s net working capital on August 31, 1944 amounted 
to $23.8 million, suggesting that further cuts in capitali- 
zation, for the time being at least, probably will be of 
small proportions. 


Appraising Earning Power 


After applying the new charges and preferred dividend 
requirements to the average earnings experienced in the 
10-year period rgg2 to 1941, it will be found that the 
company would still have been unable to show any 
earnings applicable to the common stock. In recent 
years, stimulated by war traffic, earnings have reflected 
the leverage inherent in North Western’s capitalization, 
with $16.50 per share reported for 1942 and $35.50 per 
share for 1943. (Earnings as computed for both these 
years make no allowance for capital funds because charges 
to the new account authorized by the I. C. C. in 1943, 
depreciation of way and structures, as well as charges for 
depreciation of equipment may be credited against 
capital fund.) For 1944 earnings on the common will not 
come up to the levels of 1943, since the company is now 
subject to heavy excess profit taxes. Earnings for this 
year therefore may not exceed $12 per share. 

In reasonably active post-war years with gross revenues 
of Class I railroads estimated at $5 to $7 billion, North 
Western’s earnings on the common should probably 
average $5 per share. The possibilities of the road de- 
veloping worthwhile earning power are enhanced by the 
aggressive tendencies exhibited by the new management. 
The stock, currently around go, will soon go ex dividend 
$5—the first payment declared recently by the new man- 
agement—and would appear to have appeal for the spec- 
ulative buyer. The payment of dividends at a rate 
somewhere around $2 to $3 is not an unreasonable ex- 
pectation for 1945; the president of the company in his 
recent testimony in Washington stressed the moral right 
of the old bondholders, now the present stockholders, to 
obtain sufficient dividends to round out payments equiv- 
alent to those paid on the old bonds. 

Erie Railroad—Erie was one of the first roads to 
emerge from reorganization under Section 77. The effec- 
tive date of its approved plan was January 1, 1940. 
Total debt of the new company as of December 31, 1943 
amounted to $201.6 million, including $51 million of 
contingent interest obligations. This debt compares with 
total debt of the old company of $314.6 million. Fixed 
and income bond interest as of December 31, 1943 was 
$8.7 million against $13.9 million for the old company, 
while total charges before applying earnings to the com- 
mon. stock were $10.8 million as compared with $16.4 
million formerly. Capital fund has been eliminated in 
computing these charges. At the end of 1944, it is ex- 
pected that total charges before the common stock will 
have been lowered to “approximately $10 million. The 
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company’s net working capital at the end of September 
amounted to $25.9 million. 

Over the 10-4ear period 1932 to 1941 Erie had average 
annual railway operating revenues of close to $81 mil- 
lion. Applying current charges of the new capitalization 
and assuming an average operating ratio of 72%, the 10 
year average earnings on the common, with no allowance 
for Capital Fund, would have been close to $1 per 
share. Actual earnings reported for 1942 and 1943 were 
$5.04 and $3.17 per share respectively. Earnings for the 
current year are expected to amount to roughly $2 per 
share. In a post-war year with excess profits taxes elim- 
inated, normal and surtaxes reduced to 30% and with 
favorable business conditions, Erie’s earnings on the 
common might be expected to equal $3 per share. On 
the basis of such earnings possibilities, the common stock 
at current levels of 1114 has speculative attraction. 
Equally appealing is the liberal yield currently afforded 
—8%—much in excess of that offered by comparable 
equities in the industrial field. 

Chicago and Eastern Illinois—This railroad’s reorgani- 
zation plan was declared effective as of January 1, 1937 
but was not actually consummated until January 27, 
1941. Its former capitalization included total debt of 
$45-7 million. ‘The subsequent reorganization effected a 
substantial reduction in debt to approximately $30 mil- 
lion of which $14.2 million was contingent on earnings. 
Total charges before the common stock of the old com- 
pany of $3.6 million were reduced to around $2.6 million. 

Chicago and Eastern Illinois had annual average rail- 
way operating revenues of $14.7 million for the 10 years 
1932 to 1941. On the basis of its average operating ratio 
for the period, the road would not have shown earnings 
available for common stock dividends if the charges on 
its new capitalization were applied. Actual results for 
1942 and 1943 were in marked contrast to this poor 
showing, $3.73 and 33.19 per share being shown in each 
of these respective years. It is not likely that any earnings 
of consequence will be shown on the cmmon in a normal 
post-war year. ‘The common stock of this road therefore 
appears to be in a marginal position, and it would seem 
to offer little attraction for the average investor. 


The Baltimore and Ohio 


Baltimore and Ohio—Since adoption of its Chandler 
Act reorganization in 1938, B & O has reduced its debt 
by some $107 million and fixed charges by over $5 mil- 
lion. Another debt adjustment plan recently announced 
will pave the way for further reduction of both debt and 
fixed charges through the operation of a stringent sink- 
ing fund. Details of the sinking fund are quite compli- 
cated and need offer little concern to the equity holder. 
Suffice it to say that the sinking fund will accelerate re- 
duction of fixed and contingent charges, currently $26.7 
million, to $g2 million. Should all cash inflow be ap- 
plied to that end, some $90 million additional debt 
might be retired in four years and $125 million of debt 
retired in six years, thus reducing fixed and contingent 
charges to $20 million, and thereby effecting a painless 
reorganization without wiping out old equity holders as 
has been the case in Section 77 reorganizations as 
promulgated by the I. C. C. It is this prospect of rapid 
debt retirement which lends speculative appeal to the 
common stock. Admittedly no dividends are in prospect 
for possibly as long as five years. Yet today the stock is 
more favorably situated than was the case in 1937 when 
it sold in the high gos. For the patient holder, who can 
forego dividends and is willing to await the ultimate 


THE MAGAZINE OF WALL STREET 








impro 
comm 

Chi 
summ 
ary of 


at 5% 
lion. 
old cc 
terest’ 
$1.8 1 
to sli 
for d 
credit 
regarc 
cludia 
for th 
comp: 
Th 
ing in 
to pel 
for th 
intere 
capita 
$4.52 
curre} 





share. 
incon 
expec 
condi 
road's 
throu 
the ve 
be a 
perso. 
Gu 
vrowtl 
of the 
cCOnSsO 
in Sey 
the o 
tora | 
After 
ber t] 
the 
with | 
comn 
with 
ing t 
WI 


DECI 





er 


ge 
1il- 
on 
10 
Ice 
er 
$e 
he 
er 
m- 
ith 
he 
dn 
ck 
yn. 
ed 
yle 


ni- 
37 


Or 


la 
uil- 
gs. 
m- 
on. 
11]- 
ars 
tio 
125 
on 
for 
or 
ich 
1gs 
nal 
ore 
em 


ler 
abt 
vil- 
ced 
nd 
nk- 
»1i- 
ler. 
re- 


ap- 
ebt 
ebt 
salts 
ess 
nas 

as 
did 
the 
ect 
ais 
len 
‘an 
ate 





improvement in the junior equity’s position, the B & O 
common appears to have speculative appeal. 

Chicago Great Western Railway—Great Western con- 
summated its reorganization under Section 77 in Febru- 
ary of 1941 with fixed debt (including rentals capitalized 
at 5%) of $21.3 million and contingent debt of $6.1 mil- 
lion. ‘This compares with $46.2 million fixed debt of the 
old company. Interest charges (including contingent in- 
terest) were reduced roughly one-third or from about 
$1.8 million to around $1.2 million, and since reduced 
to slightly less than $1 million currently. With charges 
for depreciation of way and structures likely to be 
credited against Capital Fund, the latter has been dis- 
regarded in these computations. Aggregate charges, in- 
cluding preferred dividends, before net income available 
for the common stock now come to some $2.1 million as 
compared with $3.7 million prior to reorganization. 

This road’s annual 1932-1941 average railway operat 
ing income of $17.4 million would have been insufficient 
to permit the new company to show carnings available 
for the common stock despite the reduction in debt and 
interest charges. However, in 1942, again disregarding 
capital funds in our computations, earnings amounted to 
$4.52 per share and in 1943 to $4.67 per share. For the 
current year, earnings are estimated at close to $2.50 per 


Mobile and Ohio has definitely improved, average op- 
erating revenues for the 10-year period 1932-1941 were 
inadequate to show income available for the junior 
equity. The ten-year average of funds available for fixed 
charges was $1.7 million and compared with $2.5 million 
total fixed charges before the common as mentioned 
above. In recent war years, the stock has fared better 
with actual net income equal, after preferred dividends 
and sinking funds, to $4.32 per share in 1942 and $4.82 
in 1943. For 1944 common share results are estimated 
at about $4 per share. The inauguration of dividends on 
the present company’s common stock would appear to be 
a near term probability. Another point worthy of men- 
tion in this situation is the improvement sustained in 
the road’s territory—the rising industrialization of the 
South and the growing importance of the Gulf Ports 
especially in view of the increased trade with Latin Amer- 
ica. Still other favorable developments in the Gulf 
Mobile picture are the discovery of oil on Gulf Oil’s 
property in Wayne County, Mississippi, adjacent to Gulf 
Mobile and Ohio’s property and the I. C. C.’s statement 
that operating savings of over $1 million will result from 
the merger of the Mobile and Ohio and the Gulf Mobile 
and Northern lines into one system. ‘The common stock 
is speculative but appears to have fairly interesting long 














al e e e . 
| Statistical Data of Reorganized Railroads 
| ———— (000) omitted ——_——,, 
| 1932-41 Times 1944 
Debt Average Overall Per Share Divi- 
Before Ry. *Fixed Charge Coverage -—— *Earnings ———— dend_ Cur- 1944 
e- Operating Average st. Average Est. to rent Price Range 
| organization 12/31/43 Revenues 1932-41 1943 1944 1939-41 1943 1944 date Price High Low 
BattGre: 8 OMG 5060 viene asccdnswessceucines $695,063 $607,219 $157,594 1.30 #2.08 #1.83 Nil #$10.98 #$8.00 Nil 8'5 104% 55% 
Chicago & Eastern IIlinois..........-.eeeeeees 45,659 25,088 14,709 0.63 2.36 2.36 Nil 3.19 2.00 Nil 7 9% 5% 
Chicago Great Western.......ccccccscccscves 46,242 23,417 17,390 1.27 3.09 2.90 Nil 4.67 2.50 Nil 54 1% 4% 
| Chicago & North Western..........ccceeeeeee 374,336 a155,500 85,187 1.06 6.03 3.00 Nil 35.50 12.00 5.00 30% 30%, 24% 
ee III aon ca aig traic'e’e #1ei clei cars. dlslaldoreaecicie 314,605 201,574 80,913 1.59 2.50 1.95 $0.92 3.17 2.00 1.00 12 133, 9% 
Se ID Or OONIGioic vreccniccccccvseocveacves 5,762 30,995 17,137 1.21 4.29 3.95 Nil 482 4.00 Nil 1334 16% 6% 
OMEN WEIIRING IG, cic cccs wanenseancicesienne 152,514 146,709 44,602 0.85 1.95 1.30 mil 5.48 2.00 Nil 54 We 4% 
IE RE alna e's ’asicvereiersisle ict wbincw¥o1we'sre 78,267 635,000 16,702 1.09 13.08 4,50 Nil 48.84 14.00 Nil 37 c37 ¢25 
* On basis reorganized company capitalization. b New Company. 
| # No allowance for 1938 adjustment plan. c Approximate for new company. 
a Approximate present time. 














share. Under moderately favorable post-war conditions, 
income available for common stock dividends might be 
expected to reach the $2 per share level. Agricultural 
conditions and farm income are important factors in this 
road’s traffic picture although general business activity 
throughout the country also plays an important part in 
the volume handled. ‘This common stock also appears to 
be a marginal situation and will appeal only to those 
persons willing to bear considerable risk. 

Gulf Mobile and Ohio—This company is the out- 
erowth of the reorganization under equity receivership 
of the old Mobile & Ohio Railroad and the subsequent 
consolidation of the Gulf Mobile and Northern railroad 
in September, 1940. Total fixed and contingent debt of 
the old company amounting to $55.8 million was cut 
to a little less than $31 million as of December 1, 1943. 
After allowing for the refinancing accomplished in Octo- 
ber this year, total charges before earnings available on 
the common are just about $2.5 million as compared 
with $3.3 million total charges before the old company’s 
common stock. The road’s financial position is strong 
with net working capital as of September 30, 1944 com- 
ing to $7.4 million. 

While the position of the common stock of Gulf 


DECEMBER 9, 1944 


term possibilities. 

Lehigh Valley Railroad—Under Lehigh’s debt adjust- 
ment plan, confirmed by the Court in August, 1940, only 
negligible reductions in debt and fixed charges have been 
effected. The maturities of certain of the road’s obliga- 
tions were extended, as were a portion of certain interest 
coupons. In addition, contingent charges for capital 
and sinking funds were adopted which will prevent the 
payment of dividends on the common for an indefinite 
period. So long as the total system debt shall exceed 
$120 million, the company will set aside in a separate 
fund or funds 75% of net income remaining after fixed 
charges. In the 10 year period 1932 to 1941, on the aver- 
age no income after fixed charges was earned by the 
company. For 1942 and 1943 earnings on the common 
were reported as $5.27 per share and $5.48 per share re- 
spectively. Estimated income available for the common 
in 1944 is equal to about $2 per share. 

The outlook for Lehigh Valley common stock ove 
the long term is uncertain. A,serious problem will be 
the large debt maturities in 1949 and 1951 and it would 
seem likely that a further adjustment plan will be neces- 
sary to take care of them. In fact, there are rumors that 
such a plan is in the offing. (Please turn to page 269) 
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BY STANLEY DEVLIN 


Unoer its progressive new management, McKesson 
& Robbins has done amazingly well in overcoming the 
difficulties growing out of the scandal which was a front 
page sensation back in 1938. As it turned out, the 
fraudulent machinations of the old Coster management 
could do no more than interrupt the company’s record 
of growth and diversification that ultimately should give 
it a sizable and stable earnings base. 

The concern’s excellent trade position and inherent 
stability did much to speed the process of temporary 
receivership and final reorganization. Even optimists 
have been confounded by the quick recovery pace, 
marked by steadily ascending earnings and resumption 
of dividends in 1942 while the price of the common rose 
from a 1941 low of 94 to a high this year of 2834. 

McKesson & Robbins derives the major portion of its 
sales from the wholesale drug business but is a sizable 
factor in the wholesale liquor business and in addition 
has a drug manufacturing division. As the country’s 
largest drug product wholesaler, the company serves 
about go,ooo drug retailers in all sections of the United 
States, or about one-half the country’s total. It is esti- 
mated that some 20% of the nation’s total drugs and 
sundries are sold to retailers by this division which in 
turn accounts for about 65% of McKesson’s total business. 

The company is also in the wholesale liquor business, 
with agencies in 21 states. It acts as distributing agent 
for many well known brands, and ages and distributes 
quantities of domestic whiskies in hulk under controlled 
names. During 1942-3, the company acquired a 25% 
stock interest in Glencoe Distillery of Louisville and a 
75% interest in Fairfield Distillery of Kentucky. As of 
June 30, 1944 liquor amounted to about 42% of the 
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Cushing Photo 


Almost every drug store carries products handled by 
McKesson & Robbins 
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total inventories. Wholesale wine and liquor business 
contributes about 34% of total sales. Some imported 
brands for which the company has the exclusive U.S. 
distributing agency are, Ronrico rums, Sandeman ports 
and sherries, Martin’s and Highland Queen Scotch 
whiskies, and Drambuie, a Scotch cordial. 

The industrial chemical divsion buys and sells bulk 
chemicals, and an export division sells the company’s 
products and other items in South America and other 
foreign markets. Its principal manufacturing unit, with 
a floor area of about 300,000 sq. ft., is located in Fair- 
field, Conn. Warehouses for drugs and liquor are main- 
tained in a large number of cites throughout the country. 

McKesson is principally an operating company, 
though it controls some 26 subsidiaries, 13 of which are 
inactive, or maintained to protect trade names. In gen- 
eral, subsidiaries are not important. 

The company was formed in 1928 as a holding com- 
pany, acquiring two firms of similar name and a large 
number of other wholesale drug concerns. These com- 
panies were originally subsidiaries but in October, 1934 
most of them transferred their net assets to the parent 
company, McKesson thus qualifying itself to do business 
in the various states in which the subsidiaries had oper- 
ated. The Canadian subsidiary was dissolved in 1942. 
The company became active in the wholesale liquo 
business after repeal of prohibition in 1933. Rapid 
growth was financed by exchange of securities for those 
held by the former owners of the drug firms acquired, 
by issuance of preference and common stocks, and by 
sale of $22,000,000 51/4 debentures in 1930. 

After discovery of the fraudulent operations of the 
Coster management, receivers were appointed by the 
U.S. District Court at Hartford, and later the New York 
Federal Court and the SEC took over. The Trustees’ 
investigation of Coster’s frauds disclosed an inflation of 
assets amounting to about $21,000,000, though the actual 
out-of-pocket monetary loss to the company approxi- 
mated only $2,870,000. Fortunately, the inflated figures 
relating to assets and earnings were entirely confined to 
the fictitious crude drug department and to a Canadian 
subsidiary, which had never actually done any business 
except for a small amount through its wholly-owned 
English subsidiary. William J. Wardall, trustee in the 
reorganization proceedings, retained independent public 
accountants and engineers to conduct a reinvestigation 
of accounts, records and inventories, to eliminate all 
fictitious transactions and to rewrite the financial state- 
ments for the period commencing with 1936. 

The reorganization plan was approved by the SEC 
and confirmed by the U.S. District Court in 1941. Dis- 
tribution of cash and securities to creditors and stock- 
holders began July 1, 1941 and were concluded July go, 
1942. Under the plan, all admitted claims of creditors 
were paid (with interest) in cash. Each share of the old 
$3 preference stock received 2.3 shares of new common, 
and the old common received 14 share of new stock. 

On July 2, 1941, the trustee sold $13,700,000 fifteen- 
year sinking fund debenture 314s, together with 56,000 
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shares of 514%, preferred stock. Both issues had a good 
market record, the bonds being rated A. A small bank McKESSON & ROBBINS STOCK INDEX 
loan was also outstanding, but was cleaned up in the 
following year. In Cette, 1943, the i sold _ vs. DRUG GROUP 
150,000 shares of $4 preferred stock through a syndicate onus ‘GROUP. f No 
headed by Goldman Sachs & Company, the proceeds - 
being used to retire the old bonds and preferred stock. . A ld 
The company’s capitalization now consists of this pre- © 180 A af 
ferred stock (with no par value) and 1,682,425 shares of : 4 o.. V4 4 
ress | COMMon stock (par value $18). : sf Nai” McKESSON & 
oa In the accompanying Vable I, earnings are recalcu- e ) ROBBINS 
1S. lated to allow for correction of fictitious drug sales in si, aoe 
ass 1936-37, and in 1938-40 include the Trustees’ transac- = iy 
arth tions during reorganization, giving effect to changes un- v 
der the plan. Earnings throughout the period have been cil Pee ere er ere fare ey er et cer ey 
ait related to the present capital structure, rather than to JFMAMJJASONDJFMAMJJASO 
ats the earlier set-up. Net is after charges for a contingency 1943 1944 
is reserve amounting to 74¢ a share in 1942, 30c in 1943 
ith | amd 15¢ in 1944. Earnings also include a postwar tax 
air. | Credit of 58c a common share in 1943 and gc in 1944. 
al McKesson & Robbins’ business had its beginnings over with smaller percentages during the bankruptcy period. 
ine, a hundred years ago (the predecessor company was While this may be partially due to reduced competitive 
ny started in 1833) and the average age of the wholesale pressure resulting from war conditions, it is in contrast 
aie houses acquired in 1928-9 was over forty years. However, with lowered profit margins in many other industries 
ss. in view of the acquisition of the important liquor busi- during the war period. Even if sales should decline to 
ness in 1933, followed by the difficulties brought about around $200,000,000, earnings should still be well in ex- 
bik: by the Coster management, the earnings record prior to cess of the present level if the excess profits tax is elimi- 
rge 1936 has little significance under present conditions. nated, and profit margins are maintained. 
. The company is heavily in the excess profits tax brack- The balance sheet position was greatly improved by 
034 ets--probably due to the small amount of assets in rela- the reorganization and subsequent financing. The com- 
ont tion to gross business, as well as the low level of earnings pany 1s now free of debt except for current liabilities, 
ses in the base tax period. Normal income taxes in the which at present are covered about three times by cur- 
a latest fiscal year amounted to $1,941,228, and the excess rent assets. 7 ; 
42. profits tax (after deducting the postwar credit) was The dividend rate has been steadily increased since re- 
ace 511,161,217. Without EPT and on basis of a normal organization, but remains on a conservative basis. 75! 
pid jo% tax rate, earnings might have been increased by was paid in 1942, $1.00 in 1943, and $1.30 in 1944. Divi- 
tae roughly $5,580,000 (exact calculations are difficult be- dends are considered quarterly and the next meeting of 
et cause the fiscal year overlaps two tax years). ‘This to- the board will be in February 1945. W hile the company 
“ii gether with the contingency reserve charge of $250,000 may prefer to build up cash (which declined last year 
/ would amount to some $5,830,000, which if credited due to increasing inventories), the present dividend rate, 
the would bring earnings on the common stock to a total of which is about half the share earnings, mizht well be 
the | 26-21 a share. However, this can hardly be taken as an increased moderately. - , 
ee indication of normal postwar earnings. Sales have doubt- In the quarter ended September go, share earnings 
ae less been stimulated by wartime conditions, particularly were 55¢, as compared with 71¢ in the died fiscal 
pe in the liquor division which constitutes about one-third year, 49C IN 1942-3 and 76c In 1941-2. Sales were 20% 
of the business. higher than in the same period last year, but the gain 
- A favorable feature — 3 improved profit: margin— largelv reflected increased liquor taxes and thus did not 
7-3% In 1944, 6.9% In 1943 and 5.5%) In 1942. compared mean a great deal. The decline in share earnings of 
— about 22% appeared to be due to higher 
= 7. -- a enamine Pa as ~—«{L-s costs, but it is difficult to determine 
— | TABLE | || whether this forecasts a decline in earn- 
en Earnings on Present Capitalization ing power. The December quarter, with 
a | ae Operating oF? ‘ oEatned on, holiday sales of liquor, usually contrib- 
lic | ja. Gas’ ia eo oll resent Stocks utes more to net earnings than any other 
aa Fiscal Year ended (Mill) (Mill.) to Sales (Mill.) (Mill.) Pd. Com. quarter, and results for this period may 
On | |) Jone 30, 4943.-0-sis 843 HBS GS* 8 ES 83860 822] give a better indication of the current 
all | ag oY’ teas tet ee eee eeeeees 2050 11.3 5.5 4.1 5.6 37.70 297 earnings trend than the September 
te | |] pecantesccc a 3 a figures. 
Pett 3 gee Me Me: “4 83 1540 tot The company has applied for relief 
EC | Dec. 31,1936...........040. 135 32 2.8 3 22 14.70 5 under Section 722 of the Revenue Act of 
“i | camee |} 1942, on the ground that its earnings 
c- during the years established by the Act 
20, | Balance Sheet Data | as base asia years did not properly re- 
a | sini errr °* ro flect its normal earning capacity. Should 
rc , ‘ H , : ie APA 
mT Ul dome 8d. ST ATE “aia “ata et ES tes, || all or a part of the relief which has been 
ae : : i : $ .3- be granted, th pany’s ex 
a || ee SH HE BH BR Ba EE BSE |] cess profits taxes, including those already 
n- Dec. 31,1940....... 7653 17.84 99.74 91.51 57.82 61-1 ——- paid or provided for, may be reduced. 
Tate) Since it is im- (Please turn to page 264) 
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Bus transportation, while steadily expanding, in years 
past had to travel a somewhat difficult financial road, 
complicated mainly by growing competition of the pri- 
vate automobile. In more recent years, the growing trend 
towards decentralization with its impetus to suburban 
and intercity travel contributed a good deal towards 
more profitable operations, and war conditions, as every- 
one knows, proved a tremendous fillip to bus transporta- 
tion of every kind, local and long distance. This, of 
course, will be a temporary “lift” but some permanent 
benefit is likely to remain. Moreover, decentralization, 
both industrial and residential, is on the march and 
should continue to stimulate highway transportation after 
the war. 

The growth of the bus business has paralleled the in- 
creased use of private automobiles, and together they 
have made vast inroads into railroad passenger traffic— 
though wartime shortage of tires and gasoline has tem- 
pararily reversed this trend. In 1942, before war condi- 
tions became fully operative, the Interstate Commerce 
Commission has estimated that private automobiles han- 
dled 71% of all interurban passenger miles, busses 8%, 
and inland waterways and airplanes together about 1%, 
leaving the railroads less than 20%. 

But interstate bus operations now face increased regu- 
lation under the Motor Carrier Act of 1935, as well as 
increased wages and other costs. Both the buses and the 
railroads will meet increased competition from airplanes 
in the postwar period. This is particularly true for the 
long-haul traffic, in which 1941 air travel was equal to 
15% Of Pullman travel—twice the proportion of 1939. 
The large number of passenger planes which will be 
available at lower prices after the war will doubtless mean 
decreased air rates and heavier competition. Even in the 
local field, the air lines are planning to establish feeders 
by using small planes and simplified service at airfields. 


he a — Prospects for__.__._ _ 
| Bus Lines in the Postwar 
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Greyhound, as the largest operator of inter-city bus 
lines in the country, a year ago announced plans to meet 
this competition by itself entering the local aviation field. 
Great Lakes Greyhound Lines, Inc., one of its subsidiar- 
ies, formed Great Lakes Skyways, Inc. and applied for 
permission in Michigan to operate a commercial heli- 
copter service for passengers, freight and mail within that 
state. 

Greyhound is also availing itself of the mass production 
facilities in the aviation industry. Vice President Caesar 
announced several months ago that Consolidated Vultee 
Aircraft and General Motors had received contracts for 
construction of experimental models for a postwar super- 
bus. These buses will offer passengers sleeping accom- 
modations and buffet and smoking lounge facilities. New 
buses will be completed for road tests early next year if 
wartime priorities permit. Consolidated Vultee will pro- 
duce a model with air-cooled engines while General 
Motors will build diesel-powered models. Both types 
will have a seating capacity for more than 50 passengers 
compared with 41 in the cruiser type super-coach. 

The bus has largely supplanted the old interurban 
trolley lines, and within city limits it has been substituted 
on a large scale for street cars, though the trend has been 
delayed somewhat by the use of one-man lightweight 
trolleys. Motor bus operation first became noticeable in 
1922 when about 2% of transit passengers were carried 
by this means. By 1929 the proportion had jumped to 
15%, while the trolley coach or “‘trackless trolley” had 
also made its appearance. By 1940 motor busses and 
trolley coaches together made up 37% of the mileage 
operated by the transit industry, and in 1943 there was 
a further gain to 47% 

In 1942 the commercial bus industry represented an 
investment of some $660 million, while there were also a 
great number of non-revenue school buses. Of the buses 

operated for profit, some 47,000 were 





city and suburban (including sightsee- 





Greyhound Omnibus Corp. 
Earned* Divi- Earned Divi- 
| Per dend Approx. Per dend Approx. per 
| Year Share Paid Range Share Rate ange Share 
| 1943 $3.80 $1.25 21-14 $.75 $25 10 -4 $3.92 
1942 296 1.25 15-11 18 Nil 6144-214 3.37 
1941 2.28 1.25 15-10 41 .30 10 -2 2.74 
1940 1.70 1.20 18-9 1.36 1.20 14 -7 3.60 
|} 1939 2.37 1.35 22-15 1.72 1.20 21 -12 4.02 
1938 2.05 1.10 22-8 1.72 1.30 20 -8 4.10 
1937 1.88 1.30 17-8 1.74 1.80 27 -6 4.43 
1936 1.52 95 20-12 d.09 Nil 25 -17 2.83 
1935 1.63 Nil 19- 5 46 Nil - a 
| 1934 1.11 Nil 6-1% .51 Nil 21 -3% - 
| d.04 Nil 6 - 345 


| ‘Consolidated basis. D-Deficit. 


Ten Year Record of Leading Bus Companies 


N. Y. City Omnibus 
Earned Divi- 


ing and charter hire) and about half that 
number were inter-city. While recent fig- 
ures are not available, 1940 data indicat- 
ed that 61% of the buses were owned by 


dend Approx motor carriers, 36% by electric railways 
i 96-14 and 3% by steam railroads. City route 
295 16-10 miles in 1942 were 48,000 and inter-city 
295 94.9 347,000. Total revenues for the industry 
3.25 34-21 in 1942 amounted to $783 million, about 
pre 4 45% of this representing inter-city oper- 
t ations. 
Ni 33.97" The transition from trolleys to buses 


oo was greatly stimulated by lower operat- 
ing costs, smaller fixed investment, fewer 
difficulties over right of way and fran- 
chises, greater comfort for passengers, 
—j} and increased flexibility of service. In 
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1g43, according to an estimate of the American Transit 
Association, the operating profit for motor bus opera- 
tions (despite sharply higher taxes) was about 30% of 
gross compared with 27% for electric railway operations. 
In New York City, Third Avenue Transit (which expects 
to resume its transition from trolleys to buses immediate- 
ly after the war) reported that its operating income from 
street railway lines in the fiscal year ended June 30, 1944 
was less than 16% of gross revenues, while that from 
buses was over 22%. 

It is true, of course, that the trolley is fighting hard to 
survive, and it will doubtless continue to handle heavy- 
duty traffic in congested traffic sections. Lighter weight 
modernized and speedier trolleys have superceded the old 
“Toonerville Trolley” type of equipment. ‘Vhe manage- 
ment of Twin City Rapid Transit Company, operating 
in St. Paul and Minneapolis, has stated that they expect 
to keep the street car as an integral part of their opera- 
tions and the same statement has been made by Dallas 
Railway and Terminal, which uses buses as feeders for 
its trolley lines. While the bus may never entirely sup- 
plant the trolley for municipal use, largely because the 
latter can accommodate more standees, the bus seems 
supreme in the inter-city field and it should gradually 
continue to encroach on the municipal operations of the 
electric railways. 

There are only three important all-bus companies whose 
stocks are actively traded in—Greyhound, and Omnibus 
Corp. and its subsidiary New York City Omnibus. Grey- 
hound is a holding company with a nationwide system 
of subsidiaries, operating 4034 buses over 64,729 miles 
of route. Acquisition of the Champlain Coach lines to 
western New England and Montreal, and the Pan-Ameri- 
can Greyhound Lines from New York to Miami, have 
now rounded out the system to a national basis. The 
company now operates in 44 states, the District of Colum- 
bia and seven Canadian provinces. While the system 
operates on a competitive basis with the railroads so far 
as fares are concerned, a number of railroads have joint 
ownership with Greyhound in the subsidiaries operating 
in their territory. These roads include the New Haven, 
New York Central, Pennsylvania, Southern Pacific, Union 
Pacific, Great Northern, St. Louis Southwestern, and the 
Richmond, Fredericksburg and Potomac. Competition 
from smaller bus companies is not of great importance, 
as the entire industry is now regulated by the ICC. 


Record of Growth 


‘The company now has gross property of over $74 mil- 
lion compared with $40 million in 1938. It was in the 
red in 1932, but has operated profitably since that date. 
Earnings increased gradually to $1.79 a share in 1939, 
and after some irregularity jumped to $1.93 in 1943. 
Dividends have been paid since 1936, the rate in the past 
four years being $1.25 (including a year-end extra). ‘The 
company’s financial position at the end of 1943 was 
strong with cash items of over $51 million, though net 
working capital remained under $4 million, due to tax 
accruals. ‘The company follows a conservative policy of 
writing off go% of bus cost over a six-year period. 

On October grd, Greyhound Corp. sold $10 million 
debenture gs due 1959 and 50,000 shares of 414% pre- 
ferred stock through a syndicate headed by Kidder, Pea- 
body & Co. and Glore, Forgan & Co. Of total system 
capitalization of about $g1 million (including surplus), 
long term debt amounts to $13,843,980, subsidiary pre- 
ferred stocks to $4,716,462 and the parent company’s to 
45,000,000, Common stock of subsidiaries (with surplus) 
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a 


not owned by the company aggregates $14,132,942, while 
the parent company’s common stock equity is $53,209,559. 

In the calendar year 1943 the company reported cou- 
solidated earnings of $3.80 a share, and parent company 
earnings of $1.93 a share. On this basis the common 
stock, currently around 231, is selling at about 6.2 times 
consolidated earnings and 12.2 times parent company 
earnings. The dividend yield is about 5.34‘. 

While, of course, the company has enjoyed greatly in- 
creased traffic due to the war (passengers carried in 1943 
were four times the 1939 figure), costs have increased 
sharply. Maximum bus speed has been reduced to 35 miles 
compared with 45-55 before the war, increasing time ol 
bus runs 30%, which has increased drivers’ pay rates. ‘Tei 
minal congestion and the trend toward short haul trafhe 
has also increased costs. Shortage ol large tires is pre- 
senting a serious problem. 


17 
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Bus transportation does much to ease war-time restrictions 
on private automobile usage 


Regarding helicopter service, Greyhound’s recent pros- 
pectus stated “the company proposes to use helicopters 
or similar aircraft in what will be an essentially local 
service with the aircraft operated direct to take off and 
arrival platforms on or adjacent to bus passenger stations, 
in a number of the more important cities along each 
route. In addition, the proposed air operation would 
be further integrated with bus operations of both Grey- 
hound and other bus operators and also with other air 
transportation, thus providing a Greyhound local air 
service and a general through air service throughout the 
United States. Greyhound believes that this new Grey- 
hound service will not compete substantially with either 
bus lines or trunk air carriers but will on the other hand 
make available to both of them a large volume of addi- 
tional traffic.” 

Omnibus Corp. is a holding company with three prin- 
cipal bus subsidiaries-New York City Omnibus, Fifth 
Avenue Coach and Chicago Motor Coach. The system 
also owns a bus route from New York to Canada. The 
company’s record was poor prior to 1937 at which time 
the changeover to buses occurred in New York City. 
Earnings jumped from a deficit of gc on the common 
stock in 1936 to a profit of $1.74 in the following year, 
and were maintained around that level in the two years 
following. A sharp slump ensued, with a moderate re- 
covery in 1943 to 75c a share. Dividends have been ir- 
regular, the payment this year being $1.00 compared with 
25c last year. Postwar prospects appear rather unfavor- 
able though it is possible that the company may benefit 
by sale of the Chicago property to private or public inter- 
ests, which has been under (Please turn to page 263) 
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Six Sound Common Stocks Offering Good Yields 
in War and Peace 





DETROIT EDISON CO. 
LINE = GROSS REVENUE 


BARS = NET INCOME 
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BUSINESS: The company does the entire commercial electric light- 
ing and power business in the City of Detroit and in 43 cities in an 
extensive adjacent area including Ann Arbor, Dearborn, East Detroit, 
Grosse Pointe, Highland Park, Hamtramck, Port Huron and River 
Rouge. In addition, it operates in 85 incorporated villages and in 
unincorporated communities and rural areas in 217 townships. Total 
area served comprises 7,587 square miles with an aggregate popula- 
tion of about 2.85 million. The territory is of great industrial 
importance; practically all plants in the area use electric motive 
power. Company additionally does large steam heating business in 
Detroit and three adjacent cities, besides supplying gas for industrial 
and residential purposes to five small cities and six incorporated vil- 
lages. But 97% of revenues is derived from electric sales. 


OUTLOOK: Industrial saies provide only 30% of electric gross and 
low household rates have aided in building residential consumption 
rapidly, pointing to further sales expansion. Termination of the war, 
therefore, could be more favorable than otherwise, especially if 
Federal taxes are then reduced. For a public utility, company pays 
a relatively heavy excess profits tax, the amount in 1943 being $10.9 
million on gross revenues of $88.6 million. A high rate of industrial 
activity is expected to continue in the Detroit area over the near- 
term as well as after reconversion. 


COMMENT: 1944 earnings should closely approach the $1.38 per 
share netted last year. Past earnings have been fairly steady, averag- 
ing about $! .46 per share before the war, and a $1.20 dividend has 
been paid since 1936. Finances are sound with working capital amount- 
ing to $11.66 million at the end of last year and cash items alone 
coming to $16.8 million against current liabilities of $23.44 million. 
Capitalization consists of funded debt of $135.7 million and 6,361,300 
shares of $20 par common. Present dividend yield is 6%. 


MARKET ACTION: Recent price—20!/. compared with year's high 
of 21/g and 1937 high of 293%. Reflecting relative steadiness of 
earnings, market volatility in the past has been below average. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 





Dec. 31. Dec. 31 
1939 1943 Change 
ASSETS 
Dn pwboo0b50 06 0060605000600 44560 T0000 7.636 9.438 +1.802 
Se EE Ry re rr ere coord 7.200 +7.200 
Receivables, — Sani peee bai dehn abe Pon Danae 9.680 10.159 +0.479 
i tchnad ees b beeebeeu sees 6.189 8.31 +2.123 
TOTAL CURRENT PABREIS) io cee s 0000 caine 23.505 35.109 +11.604 
on rer ee k L +25.728 
SNRs ck oscsecsbcee seco 5.7 2.98 seta “YP 
TOTAL ASSETS...........s0005 433.910 
LIABILITIES 
ID sin 5 45's abo. 5400-00 0% +1.260 
Accts. payable and accruals —2.109 
PRUE SET EREDD 066 00.000005000000 +13.605 
Other ome MEER <3 ia. pikes eee b's i —0.102 
TOTAL URRENT PTABILITIES eerececccese 10.794 23.448 +12.654 
Deferred fetes ae, OP ee AS ae 0.032 0.06 +0.028 
oer 0.763 0.763 —- 
SID: 650.5066 s600sdsere00sevenes 144.820 134.500 —10.320 
RR. .cetecsbenkeecabe be ssc eevseense 45.148 74.140 +28.992 
Cepitel SERRE Ser RRR SERIE RIN 127.996 127.996 — 
SEO OEE CRS 27.7762) 30.332 +9.556 
TOTAL SIE. 555i. 3 5005p. 0050 prance 356.559 390.469 +33.910 
EE GPPTEIR Ls cc cicicvovcercccsvves 12.7119 11.661 —1.05 
ES sos oo ee 2.1 1.5 —0.6 
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LINE = NET SALES BARS = NET INCOME 
50 3 





> 
°o 


2WOON! 13N 


NET SALES 
w& 
°o 


MILLION DOLLARS 


SUVITOG NOITIIW 











20 


1936 1937 1938 1939 1940 1941 1942 1943 








BUSINESS: 
matches, is engaged not only in manufacture and sale of all kinds of 
matches but also of lumber and lumber products, special machinery 
and foundry products, building materials, chemicals and paper special- 
ties. Company also sells imported matches through a contract with 
the Swedish Match Co. and has a small British and Canadian business 


Diamond Match, largest American manufacturer of 


through interests in those countries. Income from securities holdings 
is an important additional earnings factor. Large timber holdings 
account for company’s activity in the retail lumber business, operating 
87 retail lumber yards in California and New England. 1942 dollar 
sales were made up as follows: matches 43%; lumber and lumber 
products 13%; retail yards 23%; wood, pulp and paper products 
15%; chemicals and miscellaneous 6%. 


OUTLOOK: Match sales should continue stable in coming years with 
company's strong trade position and control over raw materials per- 
mitting well maintained profits. Lumber and building materials sales 
should expand appreciably with materialization of the post-war building 
boom and continued growth of sales in miscellaneous lines is likely. 
Bolstered by important investment income, longer term earnings trend 
should be upwards though for the moment, taxes and war time re- 
strictions appear to preclude any further gain in net. 


COMMENT: 1944 earnings are expected to hold close to last year's 
$1.62 per share and the $1.50 annual dividend should continue, mak- 
ing the dividend yield about 5% on basis of current market price. 
Pre-war earnings have been stable, averaging about $1.60 per share, 
and the $1.50 dividend has been paid since 1939. Finances are 
ample and liquid with an unusually high current ratio of 10.9. Security 
holdings amount to $11.67 million, over one-third of current assets 
and almost four times current liabilities. 600,000 shares of par- 
ticipating preferred stock precede the 700,000 shares of no par com- 
mon. The former participate in earnings share for share with the 
common up to a maximum additional payment of 50c after payment 
of $1.50 on both issues. 


MARKET ACTION: Recent price—32 compared with year's high of 
33 and 1937 top of 36!/2. Past volatility has been below average in 
view of stability of income and dividends. 


COMPARATIVE BALANCE SHEET ITEMS 








($ millions) 
Dec. 31 Dec. 31 
1939 1943 Change 
ASSETS 
SSE ECO Oee nee re ee 2.183 2.580 +0.397 
Marketable securities..............-0e00e8 8.453 11.672 +3.219 
ENCINO 5-55 6:4's v5 > 9's.0'\o'o1e :6!sja/s'e0ie - 4.320 3.101 —1.219 
SRVMRIENIND ID o oisiv bin )50'v04.0ces ce sencgeie's 9.856 9.604 25 
aT I RUINS 5 10 0.0'0'54:0:600.6.6,0,600,0:9408 2.637 3.176 +0.539 
TOTAL CURRENT PENS Sores bose sivas 27.449 30.133 +2.684 
Plant and equipment............eeeeeeees 5.760 3.632 —2.128 
Gas CUMONBGEINIONS 5.6 6:0'016 0:0 010-00 010 60 00000 0 4.177 2.759 —1.418 
IIE Ss. -o a0): 0e.cis 6 vio sive Paieieelee 1.583 0.873 —0.710 
i acc. civ eicis'eie'eoiewialsisneieroatee 5.349 5.734 +0.385 
34.381 36.740 +2.359 
LIABILITIES 
Accts. payable and accruals. ...........005 0.490 605 +0.115 
| ReMUO NOP RAED S 0.0 6 0ccesascccrececaves 0.908 2.004 +1.096 
Other current liabilitie: sare 0.141 0.141 
TOTAL CURRENT LIABILITIES peeeeneewe 1.398 2.750 +1.352 
Se SS ee ee -— —- — 
para rca his-csinivncieneiecor ea viencene 3.178 3.662 +0.484 
a PSU eeOeRNSbaseesenseeebereoapinee 26.338 26.338 — 
echnsdhhedien Sentinal eewasere sees 3.46 3.99/ +0.523 
TOTAL Po ee ANS nenren 34.381 36.740 +2.359 
WING GAPIUANL «5:0 cic ncicccccccsnies 26.051 27.383 +1.332 
ROUEN ogsinsict as oS aw ssoeeasue'eses 19.5 10.9 —8.6 
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Six Sound Common Stocks Offering Good Yields 
in War ani Peace 





U. S. PLAYING CARD CO. 


LINE = NET SALES BARS = NET INCOME 
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BUSINESS: This concern holds a dominant position in the playing 
card industry, producing a complete assortment of products in all | 
price grades. Trade names include Congress, Tally Ho, Bee, Bicycle 
and other brands. Sales through chain and department stores have | 
increased rapidly in recent years but more than half of volume prob- | 
ably is still marketed through jobbers. Export sales normally contribute 
about 8% of total. Competition domestically is generally on a sound 
basis. Company's plants have a combined capacity well in excess of 
recent stepped-up requirements. Profit margins are stable and sales 
consitute a primary index to earnings. 

OUTLOOK: Long term outlook is for stability rather than any impor- 
tant gains in earnings. While important growth prospects are lack- 
ing, demand tends to improve in the more profitable quality lines 
during periods of increasing purchasing power. This factor has been 
pronounced during war-time and should be similarly reflected in a 
post-war prosperity period. There is little need for capital outlays 
so that most of earnings, as in the past, are likely to be disbursed 
to stockholders. Catering to a popular human habit, sales even in 
depression periods are far less affected than those of other indus- 
tries though profit margins are usually thinner. 


COMMENT: 1944 net will probably be around $3 per share against | 
$3.20 last year. The $2 annual dividend is secure and another $1 | 
extra is likely in 1945 since company's cash position is strong. Extras | 
have been paid continuously since 1940, ranging from 40c to $1 
per share, bringing total dividends close to actual earnings. Finances | 
are strong and liquid, with cash and securities over twice the amount | 
of current liabilities though cash requirements are normally moderate | 
for this type of business. There is no funded debt and outstanding 
385,603 shares of $10 par value common represent the only capitaliza- 
tion. 

MARKET ACTION: Recent price—457, close to year's high of 47 
and comparing with 1940 peak of 39. In the past, the stock, while 
not very active, displayed about average volatility reflecting cyclical 
influences on company's earnings. 


COMPARATIVE BALANCE SHEET ITEMS 





($ millions) 
Dec. 31 Dec. 31 
1939 43 Change 

alg 
MT cae bob te cn deneles caved chweuecua we 1.885 1.544 —0.341 
+ A MUMMMINOS cis cg ipucsteluciice sie scs/s 4.040 6.649 +2.609 | 
EEE UIDs oo o'o oiois sicivarscere ovtcaies care 0.639 0.778 +0.139 } 
Inventories, net....... 1.499 2.459 +0.960 | 
Other current assets........ 0.021 0.023 +0.002 | 
TOTAL CURRENT ASSETS 8.084 11.453 +3.369 | 
SS ECC eee 6.432 6.720 +0.288 
DIT ao Gi Cars vccsicctweceess 4.408 4.348 —0.060 
Pe cece ccrcccescecccacescsense 2.024 2.372 +0.348 
cians nsbe6reeu ines seen vents 0.398 0.463 +0.065 

EE SE cnbeses bbcbebevecseseos 10.506 14.288 +3.782 
LIABILITIES 
Accts, payable and accruals............... 0.344 0.407 +0.063 
LOSS ee orerr 0.222 2.881 +2.659 
Other current liabilities.............e2000- — 0.046 +0.046 
TOTAL CUR! RENT ABILITIES vrerre ee 0.566 3.334 +2.768 


Long term debt 
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BUSINESS: This concern manufactures not only an extensive line of 
products including brake-linings, clutch facings and related items for 
the automotive trade but also a long list of standard and specialized 
rubber sundries, abrasive tools and asbestos textiles taken by a wide 
range of industries. In 1940, about 48% of total business was with 
the automobile industry, the larger portion consisting of original 
equipment sales to manufacturers including General Motors, Ford 
and Chrysler. Company also does good volume of replacement busi- 
ness. At present, all divisions are working on war orders. Company 
operates numerous plants in several eastern and mid-western centers 
and has an interest in a Canadian and English concern but these 
represent only 4% of total assets. 


OUTLOOK: In view of company's excellent trade position, future 
business will closely follow automobile assemblies which are expected 
to run at peak levels for a number of years after the war. Non-auto- 
motive sales normally account for about one-half of total volume and 
should likewise be well maintained, pointing to peak earnings in the 
early post-war period. Prospects are for excellent replacement busi- 
ness, additionally, in view of inadequate automobile maintenance in 
war-time. 


COMMENT: 1944 net should approximate $2.75 a share against $2.63 
last year, assuming reserves of ‘about $1.60 as before. Regular an- 
nual dividend of $1.50 may be supplemented by a year-end extra 
equal to the 62c paid last year. War developments will determine 


| first half 1945 net and some decline is possible during the transitional 


period though it should be offset quickly by resumption of civilian 
output. Finances are strong and liquid. Pre-war earnings were steady 
and dividends good. Current dividend yield is about 6%. 


MARKET ACTION: Recent price—32!/, compared with year's high 


of 33'/2 and 1936 peak of 3836. Past volatility was about average, 
reflecting cyclical influences in the consumers’ durable goods business. 


COMPARATIVE BALANCE SHEET ITEMS 








($ millions) 
Dec. 31 Dec. 31 
1939 1943 Change 

ASSETS 
CRta vabaccvicucncdeees 2.191 4.838 +2.647 
Marketable securities 0.526 1.985 +1.459 
Receivables, > 2.758 5.192 +2.434 
IE Sci didesesecucessscuces 4.819 7.795 +2.976 
TOTAL CURRENT fo) IPI 10.294 19.810 9.516 
Pe I go oc cccccecvsccccess 18.069 19.106 1.037 
i III oo oc cc ccadvcccececceses 10.590 12.943 49.353 
ORI a crew’ wo eccedarescudess 7.47 6.163 —1,316 
Gran cea oc oacwe cine Seca caciendces 0.781 2.421 +1.640 
| Se rere 18.554 28.394 9.840 
LIABILITIES 
Accts. payable and accruals.............-- 1.106 2.056 +0.950 
eR voc ckccncectcccscsexcnce 0.706 5.168 +4462 
Other current liabilities. ............2.206- 
TOTAL CURRENT LIABILITIES Peaedannns 1.812 7.224 5.412 
ak .0s 4h dce o Htornescoeenne — —— linc 
Long term noncompeeee pawaas — onenne <anen 
Reserves. . 0.300 2.546 2.246 
GTBN koe cesesss cox 8.801 8.748 —0.053 
NN inc onuncces ce sus 7.641 9.876 2.235 
Can MRMNIIIIED 6 ceiscncacasictiesnusae 18.554 28.394 +9.840 

EIEN CANE ANN eos cekeccsccensecs 8.482 12.586 +4.104 
pa | | ARREARS eer er eres 5.6 2.6 —3.0 








Six Sound Common Stocks 
in War and Peace 





STANDARD OIL OF INDIANA 


LINE NET SALES BARS NET INCOME 
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BUSINESS: Standard of Indiana is the dominant refiner and marketer 
of petroleum products in the Middle West. It ranks as the fourth 
largest refiner and the sixth crude oil producer in the country. 
Operations are highly efficient, with total refinery capacity amounting 
to some 324,000 barrels a day. Ownership of one of the largest pipe 
line systems make for favorable transportation costs. Refined output 
is marketed through 4,481 bulk plants and 27,522 retail outlets, prac- 
tically all of the latter being independently owned. Crude production 
is being steadily built up, with consequent improvement in relation- 
ship to refinery needs despite currently large increases in refinery 
throughout. Of the latter, in 1942, about 38% came from own crude 
production. Company owns 1,851,071 shares of Standard Oil N. J., 
mostly received from property sale in 1932. 


OUTLOOK: Long term sales trend is expected to continue upwards 
with large percentage of rural business a favorable factor in view 
of increasing mechanization on farms. So long as company purchases 
larger portion of crude oil requirements, earnings trend however will 
be influenced chiefly by the spread between crude oil and refined 
product prices though low manufacturing and transportation costs 
are offsetting factors. Post-war outlook points to sharp rebound of 
civilian sales in company's territory, now affected by war-time re- 
strictions, and to continued favorable earnings. 


COMMENT: 1944 net is estimated to approach $3.75 a share versus 
$3.31 last year. The 25c quarterly dividend will continue supplemented 
by extras, with total payments of at least $1.50 expected, making 
current dividend yield close to 5%. Though expansion in recent years 
entailed some withdrawals from current resources, working capital 
remained large with cash items alone exceeding current liabilities. 
Only $16.45 million in funded debt precede the 15,284,889 shares 
of common outstanding. 


MARKET ACTION: Recent price—33//4, against year's high of 
343% and 1937 top of 50. Reflecting favorable earnings record, past 
volatility of the stock was below average. 
COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 









Dec. 31 Dec. 31 
1939 1943 Change 
peers 
RENE oa Nina d sadn cudumans sbeseeseapeee as 10.976 43.486 —27.490 
Modksteble er 25.981 88.584 +62.603 
DRUUNIEE, DElc cc cccsrcsccssvevesucnnen 40.879 53.088 +12.209 
I ME proces scnceeersiscerenes 87.867 98.481 +10.614 
ST ORE. a nb 050.50)0s en 4 odes 0.30 0.312 +0.005 
TOTAL CURRENT ASSETS.............- 226.010 283.951 +57.941 
Plant Od OGUIDMORE. «..0.cccccccscccvesece 736.358 917.758 +181.400 
Less depreciation............ -+++ 360.444 421.417 +60.973 
Net property... i 914 496.341 +120.427 
EE Se 121.106 —0.0 
901.398 +178.318 
LIABILITIES 
MR how arc'a iis sla Bis tola wie re MU-Wia'e rie 0.50 3.500 3.0 
Accts. payable and accruals...........++005 16.364 47.431 +31.067 
DE DRNEDS 006605055405 6\s.4100 053000 20.208 45.594 +25.386 
Other current liabilities................000. 2.101 0.787 —1.31 
TOTAL CURRENT LIABILITIES.......... 39.173 97.312 +58.139 
ES EEE PP Te ee 15.677 19.892 +4,.215 
NN sc Sin ts5 4 a caisis(6 sp 'O.e F108 ele te 8.713 17.537 +8.824 
Advances from U. S. Gov't... .....-.eeeeee — 6.802 +6.802 
— BEE LALA, RET ry rer 381.800 382.122 +0.322 
ta a Ie cree herent 277.717 377.733 +100.016 
TOTAL PENS E13 Gree eeeeeee ye 723.080 901.398 -+178.318 
Ve Sk a FS Besar 186.837 186.639 —0.198 
RE URNNDs o5.0'0%040s casos eascceeenens 5.7 2.9 —2.8 











Offering Good Yields 























BUSINESS: This important coal carrier serves the manufacturing, 
mining and agricultural regions of New Jersey, Pennsylvania and 
Delaware with 1,425 miles of track providing intensive coverage of 


Pa. Principal terminal is Philadelphia but the road has stock control 
of Jersey Central R. R., affording harbor and terminal facilities in 
the New York City area. Anthracite is the outstanding single traffic 
item, contributing about 21% of freight revenues. Bituminous coal, 
received almost entirely from connecting railroads, provides another 
21%, and iron and steel together with miscellaneous items more than 
40%. Passenger business is fairly important. 


the highly developed territory within a 100 mile radius of vac" ON 
Tl 


OUTLOOK: Reading's important anthracite tonnage should continue 
to reflect war-time gains for some years into the peace period though 
they will not be permanent, according to the present outlook. How. 
ever, the company has a substantial share in heavy industry traffic 
and relative stability in this classification appears likely. Over-all 
traffic will continue heavy for the balance of the war period and 
during the prospective post-war business boom despite renewed 
vulnerability to non-rail competition with the advent of peace. 


COMMENT: 1944 earnings should run not less than $4 per share 
versus $6.45 last year and the annual $1 dividend is expected to 
continue though, due to debt reduction plans, no increase is an 
ticipated. Relative stability of earnings has assured a healthy financial 
position and debt reduction is being accelerated from war-time 
earnings; hence debt maturities over the next decade should give 
little trouble. In 1943, the company reduced direct funded debt by 
$8.08 million with the former now totalling about $99 million. Addi- 
tionally, first and secand preferred stock precede the common. Due 
to small, though sustained dividend disbursements, Reading common 
shares seldom attract broad speculative interest; moreover, a sub- 
stantial percentage is owned by Baltimore & Ohio and by New York 
Central. Current dividend yield is about 6%. 
MARKET ACTION: Recent price—I6%/ compared with year's high 
of 20!/g and 1937 peak of 47. Past volatility was below average, for 









aforementioned reasons. 
COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 
Dec. 31 Dec. 3 
1939 1543" Change 
ASSETS 
Ree iba tot dieu puiie wanes anand awe 5.989 14.309 +8.320 
Marketable securities............0.+seee00: —- 9.000 +9.000 
IRN SIID 0s oso weisia ois Sic mites bloeinn's 3.678 9.785 +6,107 
ETI TURIN cs iia:5)s-0's..0e.0is's eocee. 86.0.6 ‘ 4.140 7.338 +3.198 
Other current assets............+.-. . 0.234 0.605 +0.371 
TOTAL CURRENT ASSETS. - 14.041 41.037 +26.996 
Net property. ... - 366.598 367.022 +0.424 
Other assets... .. F 81.139 +5.358 
TOTAL ASSETS 489.198 +32.778 
LIABILITIES 
Accts. payable and accruals..........-.00005 8.393 13.224 +4.831 
RP EEMMUNR Ya 3'5(s\5 4) 0's 6-0 0's isiorsniere  njoiei ni 3.429 20.266 +16.837 
Other current liabilities...... ..........2.. 1.079 0.762 —0.317 
TOTAL CURRENT LIABILITIES............ 12.901 34.252 +21.351 
NIMS LEMINLOR c's f0:0'0'6 0:59 016: 0:02 5 niece. wiaecars 82.242 93.831 +11. oe 
NITE TER 6 00 58.0 05 4.9.4: 0:06 010 )es9.b:0:¥ 6 2.166 — —2.16 
UNMMEMMMEDER So os .0:6,6:5.0<16 a's baeucsawel nee 125.385 105.854 —19. sor 
_. | RSS aA SASS SRRAS Sane werecrsie — — ad 
— Persie ahaa aierciieels oe sips eeciels ehinre oe 139.951 139.951 _ 
Ne iaVaha isleia inseadin or eiesiaisia Biss ed SIE EAS 93.775 115.310 +21.535 

TOTAL TONIC) SS eee eee: Seri 456.420 489.198 +32.778 

NS CORPIVAN ioc 0.06cc esos cece n ese 1.140 6.785 +5.645 
ROMINA DS oS uo rs a 15. 0s os o-s ras 1s Wiss Al 9 SS 1.1 1.2 +0.1 





READING CO. 
LINE = OPERATING REVENUE BARS * NET INCOME 
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BY JACKSON 


IMARKET TRENDS: The past two weeks have witnessed 
arenewed demand for railroad bonds, especially in sec- 
ond grade issues. The Dow-Jones averages during that 
period showed the following increases: Average for 
forty bonds up .63, second grade railroads up 1.60 and 
defaulted railroads .47. 

Among foreign bond issues, Brazilians extended their 
lecline while bonds of occupied European countries 
were lower for the most part. Municipals continued firm 
in quiet dealings. As regards recent bond issues, fifteen 
ure selling above the offering price whereas the bid price 
m nine issues is below the original offering price. 


ORTHINGTON PUMP & MACHINERY CORPORA- 
ION PRIOR PREFERRED: This preferred.stock was re- 
iewed in the previous issue of the Magazine of Wall 
Nieet. Since then, the company has announced re- 
emption on December 28 of all the outstanding 7% 
lass A and 6% class B stock, amounting to approximate- 
y 1,400 and 800 shares respectively. At the same time, it 
eclared two quarterly dividends on its Prior Preferred 
f $1.1214, pavable December 15, 1944 and March 15, 
1944. At current market price of 78, it is still recom- 
and appreciation. 
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ENTRAL NEW YORK POWER CORPORATION: 


shareHolders of this company’s general mortgage bonds, 334‘: 


e 
is an 
ancia 


ed toberies, due 1962, originally called for redemption on De- 


ember 30, 1944, may at their option receive immediate 


r-timepayment at the call price of 104 and accrued interest to 


|_give)ecember go. 
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ORTH AMERICAN COMPANY: [his company re- 
ports for the third quarter of 1944 that bank loans were 
educed by $1,500,000 to a total of $28,337,425. compared 
vith indebtedness of $70,000,000 four years ago. This re- 
luction reflects the company’s policy of paying dividends 
0 common stockholders in the form of shares of com- 
anies in which North American has investments. 


LEGAL LIST: In addition to the securities shown in this 
olumn on November 11, the New York State Banking 
)epartment has added the following securities to the 
egal list for savings banks in New York State: 


Firestone Tire & Rubber debenture 3s, 1961 

Union Oil of California debenture 3s, 1959 and 1967 
Bethlehem Steel Corp. Cons. ''F’'.314s, 1959 
Bethlehem Steel Corp. Cons. ''G" 3s, 1960 
Bethlehem Steel Corp. Cons. “‘H'’ 314s, 1965 
Northern State Power of Minn. 314s, 1967 

Northern State Power of Minn. 224s, 1974 

Northern State Power of Wisc. 314s, 1964 

Potomac Electric Power 314s, 1966 

Potomac Electric Power 314s, 1977 
Delaware Power & Light 1st 2s, 1973 


TERLING DRUG: Stockholders of Hilton-Davis Chemi- 
al Co. have approved a plan for acquisition by Sterling 
rug and all of the preferred stock of the first mentioned 
pmpany will be redeemed and the common stockholders 
ill receive one share of Sterling Drug for each 31% 
hares of Hilton-Davis common stock. 
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Opportunities for Income and Appreciation 
in Bonds and Preferred Stocks 


D. NORWOOD 


METROPOLITAN EDISON COMPANY: The Chemical 
Bank & Trust Company is agent for the redemption on 
January 1, 1945 of all of this company’s prior preferred 
and cumulative preferred stock at $105 and $110 per 
share, respectively, plus accrued dividends to date of re- 
demption. The bank has been authorized to make im- 
mediate payment in full. 


NEW YORK CENTRAL R.R.: ‘This company has called 
all of its outstanding 314% bonds of 1952 on December 
27 at 10214. Railroads have strengthened their finances 
in many ways during the past four years. New York 
Central, for instance, had approximately $70,000,000 
more net current assets on July 31, 1944 than at the be- 
ginning of 1941, while its funded debt in the meantime 
had been reduced more than $71,000,000. Similar fig- 
ures for several other railroads are appended hereto: | 


From January 1, 1941 to Increase in Net Funded Debt 


July 31, 1944: urrent Assets reduced 

Pennsylvania R. R.......... $33,000,000 $88,000,000 
Southern Pacific............ 55,400,000 186,000,000 
Union’ Facile << 6:6:6:6:6000e' 98,000,000 14,800,000 
Atchison, Topeka & SantaFe. © —5,000,000 63,200,000 
Great Northern............ 20,000,000 47,000,000 
Northern Pacific........... 29,000,000 28,000,000 
Southern Railway.......... 23,200,000 38,300,000 
Louisville & Nashville. ..... 36,000,000 . 29,200,000 
iinois Cental... ccse0e. 23,600,000 60,000,000 
Chesapeake & Ohio........ 19,400,000 32,900,000 


LEHIGH VALLEY RAILROAD: This railroad has sold 
two of its large buildings in the New York area which 
will relieve it of a $3,750,000 mortgage, for which it was 
indirectly liable, besides setting up a tax savings out of 
1944 earnings. 


ASSOCIATED TELEPHONE COMPANY: This concern 
is a subsidiary of General Telephone Corp. It has ar- 
ranged to refund its first mortgage 314s, Series “A” with 
a “C” series of equal amount which will bear interest at 
the rate of 314%. The new issue is to mature Decembe) 
1, 1969. 


MOBILE GAS SERVICE CORP.: This company is noti- 
fying holders of its first mortgage bonds, 334% series due 
1961, that all of these bonds have been called for redemp- 
tion on December g, 1944, at 10414%. On and after 
December gth the bonds will cease to bear interest and 
redemption price including (Please turn to page 264) 

















RECENT CALLS FOR REDEMPTION 
| Amount Call Redemption 
| Bonds Called Price ate 
| Arkansas Power & Lt. Co. Ref. 5s 1956. Entire issue 102°, Dec. 1 
Heywood-Wakefield Co. Deb. 5s 1946. Entire issue 103°, Dec. 1 
Lehigh Valley Transit Co. A 4s and B 5s 
Ga cas Labor wcksnkectdeaeces Entire issue 100 Dec. 1 
California Oregon Power 1st 4s 1966.... Entire issu 105!. Dec. 9 
Mobile Gas Service 1st 3°;s 1961...... Entire issue 104!2 Dec. 9 
Potomac Edison Co. 1st E 5s 1956...... Entire issue 105 Dec. 11 
Potomac Edison Co. 1st F 4'>s 1961 ... Entire issue 107}. Dec. 11 
Phelps Dodge Corp. conv. deb. 3' 1952 $777,000 103 Dec. 15 
Pressed Steel Car Co. deb. 551951...... i 100 Dec. 15 
Erie R. R. 1st 'C"' 48 1957.........--. Entire issue 1044 Dec. 20 
New York Central Sec. 334s 1952...... Entire issue 10214 Dec. 27 
Central N. Y. Power Corp. 3°{s 1962... 2,000,000 104 Dec. 30 | 
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Spurts 


Over the past six months there 
have been quite a few occasions 
when, for no apparent reason in the 
news, there was a brisk sell-off or ad- 
vance in the market, with volume 
sharply increased. These incidents 
relieve the monotony which some- 
times afflicts market followers for 
weeks at a time. Each time they 
raise the question: “Has this market 
started a more dynamic phase of 
movement?” At least on the record 
since last July sudden spurts either 
way should be regarded with reserve. 
Instead of “starting something” they 
have heretofore fizzled out very 
promptly. As this is written the mar- 
ket has given another of these in- 
triguing suggestions that it may pos- 
sibly have started a move—on the up- 
side—unless again there is prompt 
loss of vigor and ambition. The bulls 
are hoping, and knocking on wood. 


The Rails 

Dow Theory followers, especially 
those who are bullish anyway, are 
very much heartened by the new re- 
covery high which has just been 
made by the rail average. They point 
out that rails “reaffirmed” the bull 
market in March of this vear by ris- 
ing above their 1943 high. while the 
industrial average followed suit sev- 
eral months later. They believe this 
history may now be repeated, but 
with much less time lag in the hoped 
for new high in the industrial aver- 
age. It may be pointed out that such 
“confirmations” don’t by any means 
guarantee a broad rise in which it is 
easy for traders to make money. The 
rail average today is but a fraction 
above its previous recovery high and 
the net gain from the July 24, 1943, 
high has been 4.78 points or a little 
over 12 per cent in 16 months. When 
the industrial average finally came 
through with a new high this year, 
it topped the 1943 high by 4.68 
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points or about 3.2 per cent. As we 
write it stands just 1.99 points high- 
er than 16 months ago. Regardless of 
the short-run ups and downs, it looks 
like a market not very dynamic. 


December-January Markets 


The market has an annoying little 
habit of ignoring seasonal patterns 
just often enough so that one can 








STOCKS RECENTLY STRONGER 
THAN MARKET AVERAGE 


Adams Millis St. Jos. Lead 
Am. Chicle Smith, A. O. 
Brown Shoe South. Pac. 
Burling. Mills Truax-Traer 


Butler Bros. Union Pac. 


Carrier Un. Tank Car 
Ches. & Ohio Unit. Air Lines 
Dresser Warren Fdy. 
Fed. D. Stores West. Elec. 
Joy Mfg. Wright Aero 
Lee Rubber Unit. Bis. 
Penney, J. C. Walgreen 

















not attach much faith to them, even 
though they come through in a sub- 
stantial majority of years. One of 
the most consistent has been a re- 
action starting in November and run- 
ning into the fore part of December. 
This has not developed and if there 
is pre-Christmas weakness on tax sell- 
ing it now looks likely that it will 
come later than usual. Even more 
consistent in the back record is a 
rise toward the year-end, usually 
running anywhere from a few days 
to several weeks into January. All 
the way back to 1915, the end of 
January has found average prices 
somewhat under the December clos- 
ing levels in a majority of years but 
not by any wide majority. 


Investigation Awaited 


Elastic Stop Nut Corporation was 
established only ten years ago. Sales 





and profits had a meteoric rise during 
the war. Only a few weeks ago the 
stock was listed on the New York 
Stock Exchange, thus inviting the 


public to come in. Almost imme: 
diately after listing it began to go 
down—from initial high of 1514 to 
recent low of 1074, or depreciation 
of about 28 per cent. Following re- 
cent suicide of the company’s presi- 
dent, the SEC suspended trading in 
its securities to “prevent fraudulent 
and manipulative or deceptive prac- 
tices.” It is now revealed that the 
company’s business began to fall off 
sharply early this year, that surplus 
inventory was sold at a nominal price 
in order to take the tax deduction 
this year and that in recent months 
there has been an operating loss. The 
last published statement showed good 
profits. In other words, absentee 
stockholders were left in the dark 
about a drastic change for the worse 
in the company’s business but in- 
siders knew about it morths ago. All 
we can say is that the machinery for 
protecting the investing public, 
while much improved, is not yet good 
enough. Fraud is rare, but few com- 
panies give stockholders the infor- 
mation to which they are entitled as 
promptly as it would be possibe to 
do it. Long delay in revealing any 
important change in a2 company’s 
position is indefensible. 


Overnight 


Nov. 27 the dealings in Pittsburgh 
Metallurgical on the Curb Exchange 
totalled 50 shares at 1034. The fol- 
lowing day it spurted 234 points on 
1,900 shares. The tips spread like 
wildfire. (Had not Fansteel Metal- 
lurgical gone from 1414 to well above 
40?) On the third day the stock 
jumped 5 points to 18%. On the 
fourth day, it hit 24. The fifth day 
found it back to 1714. Well, strange 
things happen and the Curb has its 
share of oddities. 
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“Dwelling Machines" 


Prefabricated houses have been 
“just over the horizon” for some 
years. In truth, a few companies have 
made considerable progress; but the 
total business done to date has re- 
mained a small fraction cf the market 
for new housing. In time it may 
grow substantially if sales appeal can 
be developed. Heretofore, promotion 
and distribution have been the weak 
spot. There is no doubt that prefab- 
rication offers one road to badly 
needed economies in home construc- 
tion. One of the most novel concepts 
is a “dwelling machine” designed by 
Dymaxion Dwelling Machines, Inc., 
of Wichita, Kan., for mass produc- 
tion by Beech Aircraft Corp. It is 
reported to be neither “the old box- 
type house of heavy tonnage built on 
the site nor a prefabricated panel 
house.” It is described as a self-con- 
tained unit built chiefly of alumi- 
num, steel, rubber and plastics, and 
is said to be composed of units suit- 
able for assembly-line production. 
Shipping space required is less than 
half that for any previous prefabri- 
cated house of equal size. It is claimed 
that such a house, with foundation, 
can be assembled on the site, for oc- 
cupancy, in a matter of hours. It 
sounds interesting, to say the least, 
but does one want to live in such a 
house? We'll have to take a look first. 


Steel Prices 


Profits of most steel companies 
have long been trending down and 
are very low in ratio to the present 
large volume of business. Wage rates 
have been boosted sharply during 
the war, increases running well 
ahead of any gain in operating eff- 
ciency; and now the “adjustments” 
granted the steel workers by the War 
Labor Board will mean a further 
moderate rise in costs. The one cer- 
tainty is that present wage rates 
could not be maintained, without 
heavy loss to most companies, on re- 
duced post-war business. Yet they 
are likely to be maintained. So the 
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only question about steel prices is 
whether they will be raised slightly 
in the near future or whether com- 
pensating increases must await the 
end of the war. There are reports 
that OPA may be willing to permit 
small price increases on some types 
of steel before long. 


Road Building 


There will be much road building 
and improvement beginning early 
after defeat of Germany. The House 
has voted $1,500,000,000 for Federal 
grants-in-aid on highway work for 
the first three years after the war. A 
similar bill recently passed by the 
Senate set a figure of $1,300,000,000. 
The difference will readily be com- 
posed. Probably the state, county and 
city expenditures will at least equal 
the Federal. The coming activity 
promises considerable business for 
the cement manufacturers and mak- 
ers of road-building machinery. 


Air Traffic 


The gross revenue of domestic air 
transport lines for 1944 will top 
$150 million, against $123 million 
last year, according to an estimate 
by E. S. Gorrell, president of the Air 
Transport Association. Revenue pas- 


senger-miles flown will exceed 2 bil- 
lion, compared with about 1.6 billion 
in 1943. Shortage of planes is now 
being relieved rather rapidly and 
earning power of most companies is 
believed to be pointing upward. 


Westinghouse Electric 


Billings of Westinghouse during 
the first ten months of 1g44 amount- 
ed to $687 million, against $566 mil- 
lion for the same months of last year. 
It is stated that plans have been com- 
pleted for post-war reconversion and 
that they will require anly small ex- 
penditure. Net profit for the twelve 
months ended Sept. 30 amounted to 
$7.37 a share on the common, against 
$6.39 a year ago. This stock recently 
made a new recovery high at 110, 
against 1943 high of 100. The $4 
current dividend yields a bit over 
3.6 per cent on the 110 price. There 
are reports, not officially confirmed 
at this writing, that the stock will 
soon be split 21% for 1. 


A Forecast 


Joseph W. Frazer, chairman of the 
new management of the revived 
Graham-Paige Motors Corp., pre- 
dicts that automobile dealers will 
have a series of $10 billion years in 


























Increases Shown In Recent Earnings Reports | 

Latest Year 

Period Ago { 

Great Norther Rwy......ccssccccccccsccctccecccece 10 mos. Oct. 31 6.71 6.08 | 
Pe OW Yo 6 os.cccentocenccsceducucess 10 mos. Oct. 31 3.55 3.48 
Norfolk & Western Rwy.......- 10 mos. Oct. 31 12.48 12.00 
Farnsworth Tel. & Radio.... 6 mos. Oct. 31 42 36 
rd cé os kuunoneeusedussdesinnacies Year Aug. 31 é 4.43 

Ns cnccveccecdcheasaevesvessene Year Aug. 31 1.51 1.46 | 
ari ba Ktdneeeoenreeeceeedetseaseeeie 12 mos. Oct. 31 1.33 1.30 
WOE COO OR Feo 6 os ccsnce den cduwccceccceues Year Oct. 28 3.13 2.64 
RMI. o < Se ds ccccscccss ehGamaseusackaawed Year Aug. 31 1.67 .68 
MIND Rc deads ccc cece ccevecccrancaueacswcscets Year Sept. 30 2.25 2.20 
Fo REECE CCRT O EEE NORE TEE Year Apr. 30 1.49 1.21 

Pe es EO Se Cig ko che cetecseaveccccucecs 12 mos. Sept. 30 .87 62 | 
III iio cn acsd sc ceccaseaccedacdede ccauwe 6 mos. Oct. 31 -22 aa 

OMEN, 6 bi dena cevcetenbceesessscnces 9 mos. Sept. 30 1.31 1.20 

dea becknen Coded nteecenckaqnsdvesoa Sept. 30 quar. 98 94 } 
ci ccatavebeehoseceanesabeceees 9 mos. Sept. 3 1.58 1.30 
Ie earn bac ve cosws sdius cuudeaex ones Year Sept. 3 2.70 2.36 
RR cc ccnadncdccccsenecaséucens Sept. 30 quar. .32 14 
Ne EIS ONE COE oo hic cisicicvacianccanaweccesces Oct. 31 quar 46 .40 
Philco Corp... .. Duvesiens éduntencucdinendeceexabests 9 mos. Sept. 30 2.11 1.78 

IN 3 coo. cxxoussebeudeuctedasaonecs Sept. 30 quar. .60 49 | 

TRICE, 6 cc cialccdicsncadeccnceadccncuedes 6 mos. Oct, 31 1.25 97 | 

Westinghouse El. & Mfg... . 2... cece cece ce eeeeeeees 12 mon. Sept. 30 7.37 6.39 
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retail volume after the war, eclipsing 
the buying wave that footed up to 
$7.8 billion in 1941. As for his own 
company, Mr. Frazer states it plans 
to build an automobile which will 
“depart from conventional design 
and utilize plastics, light metals and 
recent engineering developments—a 
completely new car from the ground 
up.” But Graham-Paige will not con- 
fine its bet to autos, in which it 
fared pretty poorly before the war. 
It has ambitious ideas in farm equip- 
ment. So has Henry Ford. Well, Inter- 
national Harvester has been making 
motor trucks for many years. All’s 
fair, more or less, in war, love and 
business competition. 


Glass Industry 


Although civilian motor cars, large’ 


outlet for plate glass, are out of pro- 
duction, output of plate glass this 
year is estimated at about 100 mil- 
lion square feet, against 74.8 million 
last year. Glass container makers are 
breaking all former records, with 
monthly output around 8.5 million 
gross or better than 120 per cent of 
what had been supposed to be “ca- 
pacity.” 


Machine Tools 


Earlier this year the machine tool 
industry professed deep gloom about 
its future and was agitating for some 
kind of special tax relief in order to 
build larger rainy day reserves for 
the post-war period. Whether be- 
cause it has become clear that no 
such relief is on the cards or because 
of an actual betterment in prospects, 
the industry is presently much more 
cheerful. Backlogs of most makers of 
light tools range from six months to 


two years. It is believed that relace- 
ment and modernization demand in 
machine-starved civilian goods in- 
dustries, plus exports, will keep the 
industry adequately busy for several 
years to come but with best post-war 
volume necessarily much under the 
towering war-time peak which has 
been put behind. 


International Telephone 


It is believed that consolidated net 
income for I. T. & T. this year will 
approximate g million, against 5.5 
million in 1943. Increased output by 
its domestic manufacturing unit— 
Federal Telephone & Radio Corp.— 
has been chiefly responsible for the 
year’s indicated gain in earning 
power. 


Iron Horse 


Despite the inroads made by Die- 
sel-electric locomotives, the  coal- 
burning “iron horse” is far from 
through. Locomotives of traditional 
type have been radically improved 
over the years, with an cfficiency per 
pound of coal consumed that would 
have been considered inipossible 20 
years ago. Another step forward, but 
still using coal for fuel, is the steam 
turbine locomotive. The Pennsylva- 
nia Railroad has just put one of these 
into experimental operation. A joint 
product of Baldwin Locomotive and 
Westinghouse Electric, in collabora- 
tion with the Pennsy, :t is a 6,900 
horsepower giant, described as the 
first direct-drive steam turbine loco- 
motive ever built in this country. 
The engine and loaded tender weigh 
nearly a million pounds and cover 
123 feet of track. It can travel about 
240 miles on one tender load of coal. 
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Declines Shown In Recent Earnings Reports 
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New "Partnership" 


Many large oil companies are in- 
creasingly becoming also chemical 
companies, while chemical compa- 
nies are increasingly utilizing petro- 
leum as a “raw material” with which 
to work, though none seems inclined 
to go into the oil producing or re- 
fining business. The affinity of inter- 
ests is producing more and more 
joint undertaking. As an example, 
the ‘Texas Company has just joined 
with American Cyanamid Company 
in forming the Jefferson Chemical 
Company to engage in manufacture 
and sale of chemicals derived from 
petroleum. Plants, presently indefi- 
nite in number, will be built adja- 
cent to large Texaco refineries. 


Rail Earnings 


Reports of a number of leading 
rails indicate that net operating in- 
come of Class I roads for October 
will probably prove to have been 
about 23 per cent less than a year 
ago. Exceptions that had better Oc- 
tober results than a year ago include 
Norfolk & Western, Western Mary- 
land, Ann Arbor, Pennsylvania, In- 
ternational-Great Northern, Missouri 
Pacific and Pittsburgh & West Vir- 
ginia. Very close to year ago figures 
for the month were Atchison, Colo- 
rado and Southern Railway. 


Big Dividends 


Some large arrears on preferred 
stocks have been taken care of this 
year. One of the biggest was a $30 
per share payment recently voted on 
Real Silk Hosiery’s old 7 per cent 
issue, on which total payments for 
the year have been $42 against $4 last 
year. Merritt-Chapman-Scott Corp., 
the marine salvage firm, recently 
voted a $10 payment on its 614 per 
cent preferred “A” stock. Both have 
more to go before they are in the 
clear. 


Carrier Corp. 


Dr. Willis H. Carrier, chairman ol 
the company bearing his name and 
a pioneer in air-conditioning, has 
just announced a radically new de- 
velopment by means of which multi- 
room buildings such as hotels or hos- 
pitals can have individual-room con- 
trol of temperature. It is called 
“conduit weathermaster air-condi- 
tioning.” There is a central furnace 
conditioner, high-velocity pipe con- 
duits rather than ducts (permitting 
much space savings) with modifying 
controls in each room unit. 
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lowing conditions: 


The Personal Service Department of THE Macazine OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


1], Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 


3. No inquiry will be answered which does not enclose stamped, self 
addressed envelope, or is mailed in our postpaid reply envelope. 


4. If not new a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





American Cyanamid B 


“Would you advise continued retention 
of American Cyanamid B common in 
view of its recently published report 
showing a decline in earnings for the 9 
month ending Sept. 30th. My broker 
said a short time ago that the shares 
would be transferred from the New 
York Curb Exchange to the New York 
Stock Exchange but it remains on the 
Curb. Any information you can give me 
will be sincerely appreciated.” 


—T. W.C., Monroe, Mich. 


Evidently you negelected to study 
closely the figures you refer to, for 
an examination will disclose that the 
decline in net earnings was rather 
nominal. They were $1.38 per com- 
mon share for the first g months of 
1944 against $1.45 per share for the 
same period in 1943. 

Lower prices on chemicals sold to 
the government, particularly medi- 
cinal chemicals, and higher operating 
costs account for the decline. How- 
ever, net earnings were off only about 
$100,000 as taxes were also down in 
the amount of about $2,600,000. Ca- 
pacity production would seem as- 
sured over the near term so that 
earnings ought to remain relatively 
stable. 

The suggestion that the shares 
would move over to the New York 
Stock Exchange may have gained 
credence from the fact that voting 
power which was previously vested 
only in the Class A shares was also 
given to the Class B shares. A num- 
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ber of analysts suggested that this 
change might be a step towards 
changing the capitalization to one 
class of common while others thought 
it might be an indication of prep- 
aration for a post-war financing pro- 
gram. We do not believe there is any 
definite change in prospect for the 
immediate future though listing of 
the shares on the New York Stock 
Exchange will eventually take place. 
The shares seem amply priced and 
the dividend return is small, how- 
ever, the long term prospects suggest 
further appreciation should — the 
shares be admitted to trading on the 
“Big Board” and they may be re- 
tained if long term appreciation 
rather than immediate income is 
vour major objective. 


Advice to a Captain's Wife 


“Capt. C is serving in the Pacific. 
Any advice to buy or sell will be greatly 
appreciated. Several years ago I fol- 
lowed your advice to our advantage. 
Then time and property seemingly took 
our money. While I have very little to 
work with I thought I’d give it a try 
again to keep my mind busy and happy 
for my three children while their daddy's 
away. Thank you for your past help 
and present offer. I am sincerely.” 


—F. EF. G,, Drexel Hill, Pe nna. 


Since the year is rapidly drawing 
to a close you might want to con- 
sider easing your tax burden. Under 
the present law $1000 in losses per 
year can be charged off against in- 


come which would give a saving of 
nearly $250 in the low tax brackets. 
Your holding of 27 shares Allis 
Chalmers if sold now would show a 
loss of just about $1000 or the maxi- 
mum amount that can be utilized in 
one year. Funds realized from this 
sale could be permitted to remain 
idle over the near term since a repur- 
chase might be in order when the 
go day waiting period has run out 
if the shares are at or below then 
current price and there has been no 
distinct change in the over-all pic- 
ture. 

Your holding of National Biscuit 
might be switched to a like amount 
of National Supply $2 preference il 
it is possible to make an even ex- 
change in the near future. The lat- 
ter is not of the highest grade but 
with some $6.50 in arrears as added 
inducement plus the fact that divi- 
dends are cumulative at $2.00 an- 
nually to 1947, we may conclude that 
appreciation prospects are tempor- 
arily more favorable in the National 
Supply preferred. Dividend is same 
as National Supply preferred is ex- 
cept for Penna. State Income Tax. 

Your commitment in General Re- 
fractories is small and may be left 
undisturbed for the present. 


Park & Tilford 


“Early this year I bought some shares 
if Park & Tilford at 92% in anticipa- 
tion of further increase in price through 
the combined value of the stock and 
rights. I had an idea that this might 
work out like American Distillery but 
the results have been very disappointing. 
Would you advise that I take my loss 
and*transfer the funds into a situation 
that might help me goodly 
part of my loss. 


—J. FE. L., Farnswood, N. J. 


recover a 


In looking at the market action of 
Park & Tilford shares, one is im- 
pressed with the unwarranted spec- 
ulation that occurred and the con- 
sequent increase in price beyond all 
sensible proportions. As we recall 
it there were all sorts of wild rumors 
in circulation at the time and the 
unwary public seems always to get 
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enthusiastic under such conditions. 

A serious consideration of present 
factors suggests that the shares have 
now been depressed in price in direct 
ratio to the previous over optimism. 
Likewise prospective buyers for the 
liquor rights offer a price that is 
about equal to the value of the rights 
in terms of liquor that can be with- 
drawn at once so that if one sells the 
rights he is giving up rights to about 
65% of liquor that will be available 
in the next 18 months without re- 
ceiving any financial consideration 
therefor. If all of the liquor could be 
withdrawn at once the rights should 
have a value of about $21 per right 
against recent quotation ranging 
from 1.33 to 1.67 per case of liquor 
equivalent to $8 to $10 per share. 
since each share received rights to six 
cases of liquor. 

The company itself is in reason- 
ably sound shape. Through sub- 
sidiaries it imports, wholesales or 
produces a broad line of liquor and 
is also engaged in the distribution of 
cosmetics, perfumes and drug sun- 
dries, also retail store in New York 
City which has a restaurant and 
carries a line of high grade groceries, 
candy, perfumes, cigars, cigarettes, 
tobacco, fruits, etc. Earnings in 1944 
might be slightly lower than in 1943 
but will be well above 1942 since 
they will probably be between $4.50 
and $5.00 per share. On the old rule 
of 10 times earnings these shares 
would be justified in selling between 
45 and 50, however, it is hardly likely 
that we will see such a figure over 
the near term as the market as a 
whole does not promise any sustained 
rise. It is suggested that you retain 
your shares and rights for the present 
and if there is another period of 
advancing prices and rumor in these 
shares that would be the time to 
consider their sale. 


Seaboard Airline and the 
Hobbs Bill 


“I own some Seaboard A. L. R. R. 
Common. Should it be filed in the waste 
basket?”—G.C.M., Lorain, Ohio 


For the time being it would seem 
wise that you retain your Seaboard 
Airline Common against the pos- 
sibility that it may have some future 
value. 

The plan of reorgnization as it 
stands presently would leave these 
shares without any value since no 
provision has been made for them to 
participate therein. However, there 
is now pending before Congress 
legislation known as the Hobbs Bill 
which would require that all railroad 
common stocks receive a share in 
the reorganized companies. 
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The Hobbs Bill contemplates that 
this participation in the new com- 
panies become a right in all cases 
where the actual reorganization has 
not been completed before the bill 
becomes a law. This would in effect 
nullify all reorganizations now pend- 
ing before or approved by the Inter- 
state Commerce Commission even 
though the plan as now proposed is 
acceptable to or has been approved 
by the Interstate Commerce Com- 
mission provided such plan does not 
contain some participation therein 
for the old common shares. 

Seaboard is among the railroads 
where the plan has been approved by 
the Interstate Commerce Commis- 
sion but has not as yet been actually 
put into effect. We may assume 
therefore that further action will be 
delayed until such time as Congress 
acts on the Hobbs Bill, for passage 
thereof to affect reorganizations pre- 
viously consummated would develop 
much chaos. 


Province of Alberta Bond 


“T have been offered some Bonds issued 
by the Province of Alberta, Canada. 
These Bonds were due in 1939 and paid 
5% interest, but were not taken up. They 
have only paid half of this interest since 
1939, that is 24%, instead of 5%. I have 
been offered these bonds at $87.00 by a 
Bond Company, who stated they thought, 
but were not sure of course, that these 
would be taken up within a year and a 
new issue put out. What do you think of 
these as an investment?”—R.E.C., Cin- 
cinnati, Ohio. 


At the current quotations of 80 
bid, 82 asked, the 5% bonds of the 
Province of Alberta seem amply 
priced. You may recall that it was 
in this province that a number of 
radical social experiments were tried. 
The reduction of interest was made 
by “order-in-council” and as far as 
we can learn this order has not been 
approved by any of the bondholders 
protective committees. It may be 
also well to bear in mind that while 
a considerable saving in intertest has 
been accomplished from those who 
accepted interest at the reduced rate, 
no attempt has been made to retire 
any of the current or past due 
maturities. 

In March of 1940, the Judicial 
Committee of the Privy Council at 
London, England, ruled that three 
acts passed by the Alberta Provincial 
Legislative Assembly of 1937 reduc- 
ing interest rates were “ultra vires,” 
that is to say these acts were beyond 
the power the Assembly is legally 
conceded to possess. However, in 
1942 this committee stated that cou- 
pons should be cashed within 6 years 
of maturity in view of the Provincial 
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Statute of Limitations in which there 
is a stipulation voiding interest cou. 
pon claims after six years from ma. 


turity. Also in this year the Bond. 
holders Committee reported that at 
tempts to accomplish a refunding of 
Alberta’s debt would be discontinued 
because difference between the rep. 
resentatives of the Bondholders and 
the Governments had proved irrec 
oncilable. 

Late in April of this year it was 
reported that the British bondhold. 
ers had submitted demands to the 
Province of Alberta which provided 
for extention of all maturities for 10 
years at an interest rate of 4% plu 
a slightly higher rate for those issues 
whose coupon rate was more than 
4% and that accrued unpaid interest 
be paid half in cash and half in new 
4% redeemable stock. At the same 
time it was requested that all im 
proper legislation be revoked and 
that present sinking fund assets be 
applied to reduction of debt. It is 
estimated that unclaimed interest up 
to $6,500,000 is on deposit in bank 
and that the committee represents 
over £2,000,000. The bonds of the 
Province of Alberta would therefore 
seem to possess less than average ap: 
peal both as to safety or appreciation 
A bond like Saskatchewan 4),' 
around gz or Saskatchewan 55 of ’9f 
would seem to offer more favorable 
prospects for one willing to foreg 
market fluctuations. You should no 
however, overlook the possibility o 
a decline in the market generall 
since it would probably cause a de 
cline of almost equal proportion of 
these bonds. 
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New Orleans Public Service 
Corporation 


“T own a few shares of New Orlean 
Public Service Corporation preferre 
stock which have been held for a numbe 
of years and will appreciate your ad 
vices with regard to the desirability o 
continuing the investment. 

“Should you feel that the money coul 
be invested better through other sources 
I will appreciate your suggestions in thd 


respect.” —J. E. F., Houston, Texa: 
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The New Orleans Public Servic 


Corporation is a subsidiary of Eleqar pre 
tric Power & Light Corporation, haYpainder 


ing succeeded New Orleans Railwa 
& Lighting Company and associate 
companies in 1922. In the last fe 
years earnings have been unusual 


ighests | 
ntil V-E « 
eck, the 


high in comparison to prior yeatArmy to | 


and the company 
nounced a change in capitalizatio 
which would bring about a consid 
erable reduction in fixed and auxif 
iary charges. 
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COMCLUSIONS 


MONEY AND CREDIT — Post-war 
Federal expenditures likely to top $25 
billion annually. Administration plans 
post-war "controlled inflation" to meet 
this. 


TRADE—Department store sales in 
week ended Nov. 18 were 18%, above 
last year, against four weeks’ gain of 
10%, and cumulative increase of 9°, 
for year to date. 


INDUSTRY — Total civilian employ- 
ment in October about same as last 
year; but 300,000 fewer are unem- 
ployed. Meanwhile factories lose 1.5 
million workers as farms gain 400,000, 
service industries 400,000 and other 
non-factory activities | million. 


COMMODITIES—Prices rally under 
Government support measures. Flax- 
seed, sugar, meats, fats and oils likely 
to be scarcer next year. 
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~_ Accompanied by urgent pleas from military 
“a quarters for more munitions to meet the 


stepped up tempo on the western front, per 
capita business activity has picked up frac- 
‘ce ftionally since our last issue to a level 1%, above 
he corresponding closing week of November 
ast year. Without compensation for popula- 





oo ion growth, the gain is about 2%. 
umbe * * *# 
ir ad 


ity | Department store sales in the week 
ended Nov. 18 were 18% ahead of last year 
coulkompared with gains of only 10% for four 
Uurces 


a thif’eeks and 9%, for the year to date. 
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ervidq Chairman Krug of the WPB announces that 
Elewar production schedules over the re- 
, haYmainder of the year will be boosted to the 
Lilwa ighests levels of the entire war and held there 
ad ntil V-E day. To help relieve the worst bottle- 
suallpeck, the War Department has authorized the 
yealrmy to release 1,000 men with experience in 
/ @lfoundries and forge shops, and to offer wage 
maicpremiums to munitions workers in surpius labor 
auxipreas. Mr. Krug says that about 74% of the 

unitions lag is due to shortage of manpower 


) (Please turn to the following page) 
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Seatepiinenietnd 
« 
Inflation Factors _ 
Latest Previous Pre- 
Wk. or Wk. or Year Peari PRESENT POSITION AND OUTLOOK err 
Neate Month Month Aac Maron BUSI 
(M 
ire se inne oho $b Nov. 22 1.8! 1.44 77 0.43 (Continued from page 257) INDU 
om Mid-!940.. Nov. 22 234.8 233.0 144.5 14.3 | and facilities to meet the Army's shifting and Dur 
RES mounting demands. Pins 
FEDERAL GROSS DEBH—$b Nov. 22. 211.7 210.9 165.7 55.2 * + * CARI 
Reports on employment for October indicate hers 
MONEY SUPPLY—S$b not only a sizeable exodus of workers frorn fac- Coa 
Jemanc Deposits—!01 Cities Nov. 22 39.2 38.4 33.2 tories to other civilian pursuits, but also continuing Gra 
currency in Circulation. .............. Nov. 22 24.9 24.7 19.7 10.7 inroads into the total labor force by inductions ELEC. 
into the armed forces. Thus, while total civilian SOFT 
BANK DEBITS—13-Week Avge. employment in October was at the same level as ee 
a ee. eee Nov. 22 5.53 5.41 5.07 3.92 a year earlier and 100,000 below September, Sto 
100 Other Cities—$b............cccccccess Nov. 22 7.47 7.36 7.62 5.57] unemployment, at only 600,000, was 200,000 PETRC 
lower than in September and 300,000 below Oc- Cri 
INCOME PAYMENTS—Sb (cd) Sent. “a waa a ae ha 
Salaries & Wages (cd) Sept. 9.26 9.19 8.61 5.56 A , i Heat 
Interest & Dividends (cd) Sept. se Ney Coennrel 608 w yor tation, October wh vere 
Farm Marketing !ncome (ag Sept. 1.95 1.69 1.93 1.21] nesesd a drop of 1.5 million in the number of LUMBI 
Includ'g Govt. Payments {es Sept. 2.01 1.74 1.99 1.28 | factory employees. 400,000 in construction ac- Stoc! 
tivities and 100,000 in mining; but employee in- STEEL 
CIVILIAN EMPLOYMENT (cb)m Oct. 522 522 522 «80.4 | creates of 400,000 in agriculture, 400,000 inj] | _Cum 
Agricultural Employment (cb)_ Oct. 8.8 8.7 8.4 77 | Service a and TERED nach th aneperts eee 
mployees, Manufacturing (Ib : i i : f tion, trade and government activities. AW: 
sew Government (ib) ( sg re 3 ‘a br ole Cum 
UNEMPLOYMENT (cb) m Oct. 0.6 0.8 0.9 3.3 F 
aes Under the circumstances, it is apparent that i 
FACTORY EMPLOYMENT (ib4) Oct. 154 156 170 141 little progress can be made toward reconver- Wast 
Penal: Minids pe Oct. 207 210 232 168 sion until V-E day, and even then we suspect U.S. 
Non-Durable Goods cae Oct. 113 114 122 120 that the Army and Navy will suddenly discover Do 
FACTORY PAYROLLS (iba) Sept. 313 314 328 189 that more men and materials are needed for the Wood 
Pacific war than is at present openly admitted. - 
FACTORY HOURS & WAGES (Ib) aq— 
Weekly Hours : Aug. 45.1 44.6 45.1 403 iain Dep't., 
Hourly Wage (cents) seiinetts Aug. 101.6 101.8 96.5 78.1 Another stumblina block in the math of re- —_ 
Weekly Wage ($)... cree ater aeeneeenmenenme Aug. 45.85 45.43 43.52 32.79 conversion may be the problem of price control. a, 
WPB officials find that a considerable number of |B} 1935-9— 
PRICES—Wholesale (ib2) Nov. 18 104.1 104.1 102.6 92.2 | the 350 requlations which earlier were declared 
PROP HCN onan sci cccvesscxcesesessss Sept. 139.3 139.1 134.8 116.1 | slated for the ccrap pile after V-E day are so 
aera intimately related to price control that they can No. of 
COST OF LIVING (Ib3) Sept. 126.5 126.4 123.9 110.2 | only be relaxed gradually. On top of this, we learn a 
eee Sept. 137.0 137.7 137.4 113.1 | that foreian orders for machine tools and heavy 
Clothing Sept. 141.4 139.4 132.5 113.8 | demands by our own Government agencies for 4 Agri 
Rent Sept. 108.2 108.2, 108.0 ~—-:107.8 | electrical equipment to meet demands of the 9 Aire 
REA and "Co-ops" have precedence over the re- 5 Air 
RETAIL TRADE quirements of private industry after V-E day. 5 Amu 
Retail Store Sales (cd) $b. ........ Sept. 5.90 564 546 4.72 — 13 Aute 
Durable Goods i Sept. 0.82 0.83 0.82 1.14 12 Aute 
a ie’ bi a 5.08 4.81 4.64 3.58 In the period from Mar. II, 1941, to June 30, 3 Bakir 
rth aoe es (ca) - a we a Pa Pa 1944, the U. S. extended lend-lese aid to the 3 Busin 
Allies in the amount of $28.3 billion (of which 2 Bus | 
$9.3 billion went to the United Kingdom) and 5 Chen 
MANUFACTURERS' received reverse lend-lease aid from the United 4 Com: 
New Orders (cd2)—Total..... Sept. 289 302 281 212 Kingdom alone to the amount of $3.3 billion. In ff 12 Cons 
ee — oe ed = at 265 submitting this periodic report to Congress, Pres- 6 Cont 
Shipments lait tetal mace sa te ore re sre ident Roosevelt declared that lend-lease and 8 Cop; 
| NE" ea TS Sent. 366 368 356 220 reverse lend-lease "should end with the war." He 2 Dairy 
Non-Durable Goods ......__ a Sept. 195 194 186 155 implied that neither should be regarded as a 6 Depa 
monetary transaction requiring repayment. 5 Drug 
BUSINESS INVENTORIES—Sb e 2 * 2 Finan 
her snc aa Sept. 27.8 278 284 267 7 tone 
iseuinatiense” re Sant. 17.2 17.3 17.7 15.2 The Government is planning post-war, non-war 2 Food 
Wholesalers’ Sept. 4.0 4.0 3.9 4.6 | spending, in addition to regular departmental dis-f 4 Furnit 
— Par ama Sept. 6.6 6.5 6.8 Tz bursements, of at least $26 billion—$16 billion in 3 Gold 
ept. Store Stocks (rb2)_..... Sept. 160 170 160 139 foreign loans, and $10 billion for little TVA and a ie 
ew HIG 
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aatimeall 
PRODUCTION AND TRANSPORTATION 
oil Latest Previous Pre- 
Wk. or Wk. oF Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
a oe Nov. 18 156.4 156.0 154.7 141.8 ; i 
aed [M. S.)—!—np era eeeeteey Nov. 18 167.5 166.9 163.8 146.5 “pork barrel’ projects. This does not augur well 
for post-war tax reductions or amortization of 
INDUSTRIAL PRODUCTION (rb3) Oct. 23023! 247 ae adhere 
vi Durable Goods, Mére.....cccccsssssseeee Oct. 342 344 374 215 ieee Te 
Non-Durable Goods, Mfr................. Oct. 169 169 179 141 waa ae ; 
ee _— — Ag z e Stee formula has been 
CARLOADINGS—?#—Totn! Nov. 18 864 839 882 833 cracked b a ganens nciaineren granted by 
ee & Miscellaneous Nov. 18 408 394 400 379 NSIT ta cecsibced chadl casiien: Gibbens “1 
te Mdse., L. C. Nov. 18 109 108 106 156 Eee pre ten Seen ares cee 
1c Coal. rs . Nov. 18 176 156 188 150 | not be slow to demand “me too," and this will 
Saks Nov. 18 52 52 55 43 2n another lift to farm prices and living costs 
ns |] | ELEC. POWER Output (Kw. Hm oo <4 fe ee eee ee ee ey ge 
a —a —- — | squeezing e colla orkers and millions o 
“ SOFT COAL, Prod. (st) m Nov. 18 12.2 10.7 3.0 10 FT ntkices utths Read takes 
as Cumulative from Jan. | Nov. 18 554 541 518 466 
er, Stocks, End Mo. Sept. 64.9 63.9 72.9 61.8 2 5 
100 PETROLEUM— (bbis.) a * eo iis And there is “eee hope that better tim Nes await 
e- Crude Output. Daily Nov. 18 4.74 4.27 4.14 4.1] 2 gdaie class afier the war; for the 
Gasoline Stocks Nov. 18 78.74 78.09 68.49 87.84 alion is said to be laying plans to raise 
Euel (Oil Stocks Nov. 18 63.30 64.00 62.34 94.131 pou Giclee NO Sry ee ase 
Heating. Of Stacks Nov. 18 48.02 48.26 45.30 54.85 Ce ee ve ee ee eee eee 
sit. ¥ a x aes = : —_——- a > po here the Taxe e pa tor a 
of |] | LUMBER, Prod. (bd. f#.) m Nov. 18 577 550 $35 632 O-ho i that now received in- 
we Stocks End Mo. (bd. #.) b..... Oct. 4.1 io, 4.2 __ 126 sceltnen Guecii This will mean a further increase 
in- STEEL INGOT PROD. (st.} m Oct. 7.58 7.19 78 6.96} in unit costs and co uently in prices and the 
in Cumulative from Jan. | Oct. 74.8 67.2 4.2 74.69} cost of living. They call it “planned inflation.’ 
ta- ENGINEERING CONSTRUCTION es 2 
AWARDS (en) $m Nov. 23 25.2 29.4 36.5 93.5 —_) ee ee et eee 
Giacutie How laa) Nov. 23 1.60! 1575 2685 5,692 pebin aeailnendlins Demaiadecnadrplecthd i vcnspaoeninte 
eens that 300 leading corporations reported profits 
hat MISCELLANEOUS aia ae is indie caatimeas eareee 
Paperboard, New Orders (st)t....... Nov. 18 136 141 127 165 Sete hgh etl Sees ae ee 
er- Waste Paper Stks., End Mo. (st)t Sept. 175 164 156 167 nas nll staal. ea ned ne worth, again 
ect U. S. Newsprint Consumption (st)+ Oct. 301 262 314 352 only 6.6 /, e like period last year. October 
ver Do., Stocks, End Mo. (st}t is Oct. 529 549 529 523 cash dividends were 2.7% below last year 
the Wood Pulp Stks., End Mo. (st) -...... Sept. 66.3 72.6 83.4 98.5 egainst a ten-months' increase of 3%. 
J. —— os SSE TT : 
ag—Agr culture Dept. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau ed—Commerce Dep't. cd2—Commerce 
Dep't., Jan., !939—I00. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't., (1935-9—100) using Labor Bureau & other data. 
en—Engineering News-Record. !—Seasonally adjusted index, 1935-9—100. Ib—Labor Bureau. !b2—Labor Bureau, 1926-100. ib3—Labor 
re- iT Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. mpt—At Mills, Publishers & in Transit. mrb—M. W. S., using F. R. B. 
rol. If} data. np—Without compensation for population growth. pct—per capita basis. rb2—Federal Reserve Board, adjusted index (end Mo.) 
r of 1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. +—Thousands. tf—Treasury & R. F.C 
ne THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
. $0 —-— 
can If] No. of —_——1944 Indexes-—————_—_ (Nov. 14, 1936, Cl—100) High Low Nov.25 Dec. 2 
en IP] Issues (1925 Close—1!00) High Low  Nov.25 Dec. 2 100 HIGH PRICED STOCKS 72.23 62.77 69.46 70.89 
2" | 283 COMBINED AVERAGE ...... 100.7 = 79.5 96.6 98.7 | 100 LOW PRICED STOCKS 107.89 75.33 100.66 103.82 
avy ——$—$<$<—..- —_ — —  ——-—- --- -- ee 
(ae 4 Agricultural Implements ... !78.9 148.6 158.3 160.5 6 lvultmneds Tine eae oe 42.7 34.0 39.3 41.3 
aha 9 Aircraft (1927 Cil—100) ... 163.2 118.5 148.9 150.1 3 Liquor (1927 Cl—100) ..... 369.4 291.4 366.0 369.4R 
ead 5 Air Lines (1934 Cl—100).... 543.2 421.9 518.6 543.2 8 Machinery _..W...... s. 326 105.2 128.8 132.6F 
SA He Se Mees, silent gate $2.2 68.2 77.0 78.5 Z Mail Order —............ .. 100.3 82.5 98.6 99.2 
13 Automobile Accessories ...... 183.9 119.0 168.2 173.7 3 Meat Packing —....0........ 70.4 55.5 66.9 67.6 
12 Autemobiles _................... 34.3 17.6 31.6 32.9 11 Metals, non-Ferrous 150.4 116.4 131.9 138.4 
30 3 Baking (1926 Cl—100) ...... 15.0 12.9 13.6 13.8 © AL CC, Sees eeeeetiaes 18.4 12.9 18.0 18.4 
the 3 Business Machines _............. 218.6 171.9 206.9 210.9 D2 POtGteuny se 143.5 121.3 129.2 129.5 
hich 2 Bus Lines (1926 Cl—100). 125.2 101.9 120.1 121.1 19 Public Utilities 59.9 48.7 53.9 53.2 
and Si GHOMICMS iced 197.6 176.0 183.8 185.0 4 Radio (1927 Cl—100) ._... 31.1 21.5 26.6 26.9 
ited 4 Communication _.................... 78.3 57.1 66.8 68.9 7 Railroad Equipment _...... 65.9 51.5 63.8 64.9 
In 12 Construction 2.0.0... 43.0 33.1 40.7 40.8 tS Reilrosds nn. 20.7 14.1 19.2 20.2 
Pres- G Containers: 20 oo2e 286.4 220.1 267.3 276.1 2 Shipbuilding —......... tie, 91.8 70.3 89.8 90.4 
and 8 Copper & Brass .............. 75.0 62.5 69.8 69.9 3 Sott Drinks -........ st. SRH0 305.2 382.4 382.1 
' He 2 Dairy Products ..................... 47.7 38.6 47.5 47.5 12 Steel & Iron 82.7 65.7 76.7 76.7 
ac a 6 Department Stores _............ 39.9 28.2 39.0 39.96 eR TE Aes ens ee Ee 55.4 41.7 53.7 55.49 
5 Drugs & Toilet Articles... 113.3 81.0 105.7 106.6 ZU] | (CS aE -. 6182 160.7 168.5 165.9 
2 Finance Companies _.......... 248.9 216.1 218.9 227.7 Sr NGRUNMER oe NGG 48.0 54.9 53.4 
Toe (RIANOS on 141.7 123.1 132.9 133.1 3 Tires & Rubber 0... 33.9 25.4 30.8 32.0 
1-war al a ae 55.0 46.5 54.6 54.6 4 Vabdcete OT 60.2 78.3 67.4 
i dis: 4 Furniture 83.1 564 73.9 74.8 2 Variety Stores... 259.3 219.7 «254.4 252.7 
on in 3 Gold Mining .........__. 1075.2 879.8 907.2 937.3 2! Unclassified 1 (1943 Cl.—100) | N37 98.7 126.4 131.7A 
andi New HIGH since: A—1943; F—1938; G—1937; Q—1929. R—New all-time HIGH. 
eeeeneadaa 
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Trend of Commodities 


Government support rallied commodity prices again 
during the past fortnight. Of particular mention was the 
rise in December wheat futures to approximate the cash 
ceiling price. Millers report that the Government will raise 
the ceiling by one cent monthly for the next four months. 
Owing to Government pricing policies, farmers are turn- 
ing from flaxseed (source of linseed oil) to wheat, corn and 
soybeans. Acreage planted to flaxseed next year will be 
a half the 1943 total. Sugar shortage may ease by 
mid-December with more ships allotted to bring in that 
sweet from Cuba; but the WFA thinks rationing may con- 
tinue for a year or more after the war and urges greater 
acreage for domestic sugar beets next year. Australia's 
1945 wool clip will be much smaller, due to the worst 


drought there in 30 years. Owing to mounting Army de- 
mands, a shortage of more than 100 million pounds of 
fowl is looked for during the early part of 1945. The WFA 
believes that rationing of the better grades of meat, 
owing mainly to a greatly reduced production of hogs, 
will continue throughout 1945, and possibly even into 
1946, even if the war in Europe should end early next year. 
Fats will be scarcer next year. Supply will drop 10% be- 
low 1944, while liberation of France, Belgium, Holland and 
Italy will boost demand by 20%. But lead mines are not 
worrying. By the first of next year, Government's stock- 
pile of metal will be down to 100,000 tons from the war- 
time peak of 275,000 tons. Consumption now runs around 
70,000 tons monthly. 
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U. S. DEPARTMENT OF LAB@R INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 

Nov.25 Ago Ago Ago Ago Ago 194! 

28 Basic Commodities 181.5 182.8 183.4 182.5 $80.7 178.1 156.9 
11 Import Commodities 168.7 168.7 168.7 168.6 168.6 167.7 157.5 
'7 Domestic Commodities 190.3 192.5 193.6 192.1 190.7 185.2 156.6 


WHOLESALE COMMODITY PRICES 


7 Domestic Agricultural... 
12 Foodstuff __.. 
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NON - FARM 














Date 2 Wk. | Mo. 3 Mo. 6 Mo. ! Yr. Dec. 6 
Nov.25 Ago Ago Ago Ago Ago 194| 
222.2 222.6 225.7 223.8 224.2 214.3 163.9 
206.9 207.1 208.7 207.7 207.6 204.4 169.2 
164.3 166.3 166.3 165.4 164.2 160.4 148.2 





COMMODITY FUTURES INDEX 
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Averege 1924-26 equal 100 
1944 1943 1942 1941 1939 1938 1937 


OU”, "EER 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
RIO Ocoee ee 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
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SPOT COMMODITY INDEX 
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SERVICE INDEX 


























1944 1943 1942 1941 1939 1938 1937 
5-1) | meee peeramectse 252.5 249.8 239.0 219.0 172.3 152.9 228.1 
BOW cere sae 245.7 240.3 220.0 171.6 138.4 130.1 144.6 


15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 
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Comparative Study of... 
Potentials in the Dairy 
Stocks 





(Continued from page 240) 


With respect to earnings on invest- 
ed capital, Borden made the best 
showing for the latest year, the figure 
being 11.8 per cent, against g.8 per 
cent for National and 7 per cent for 
Beatrice. In these terms, Borden’s 
war-time gain—perhaps partly tem- 
porary—has exceeded that of the 
others. Its pre-war average return on 
invested capital (1936-1939) was 
about 6.4 per cent, that of National 
approximated 8.4 per cent, with 
average about 6.3 per cent for Bea- 
trice. 

As in virtually all industries, war- 
time influences have brought con- 
siderable changes in balance sheet 
positions of these companies with 
substantial increases in net working 
capital of each. At $66.5 million on 
latest balance sheet, Borden’s work- 
ing capital was about 6g per cent 
larger than in 1939, about 61 per 
cent larger than in 1933. For Na- 
tional the figure was $77 million, 
roughly 83 per cent larger than in 
1939 and about g7 per cent larger 
than in 1933. It was $11.5 million 
for Beatrice, 24 per cent above 1939 
and about 47 per cent larger than 
in 1933. 

For Borden current ratios for 1943, 
1939 and 1933, respectively, were 3.9, 
3.4 and 4.8; while the comparable 
ratios for National were 3.7, 3.0 and 
3.31 and those for Beatrice 4.7, 8.8 
and 12.2. The larger companies had 
a slight increase in liquidity for the 
war period to date, Beatrice a sub- 
stantial decline—but the latter had 
very high pre-war ratios and the last 
figure, though a decline from earlier 
years, was still the highest among the 
three companies. 

Beatrice has had the sharpest rela- 
tive expansion of inventory, which 
represented 14.3 per cent of currerft 
assets in 1933, 18.1 per cent in 1939 
and 36.3 per cent in the year ended 
last May 31. For National these per- 
centages were 31.2 in 1933, 46.7 in 
1939 and 46.9 at the close of 1943 (a 
slight decrease from 1939 to 1949). 
Borden’s inventory was 38.1 per cent 
of current assets in 1933, 31.5 in 
1939 and 38.3 at close of 1943. 

Finally, Borden has maintained 
the steadiest ratio of cash to total 
current liabilities: 1.7 at end of 
1943, 1.6 for 1939, 1.8 in 1933. For 
National the comparable ratios for 
the same years are: 1.1, 0.8 and 1.3. 
For Beatrice this ratio for the latest 
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year was 1.7, identical with Borden, 
against 4.6 in 1939 and 5.7 in 1933. 
Note that Beatrice in earlier years 
was characterized by exceptionally 
high liquidity both in terms of cur- 
rent ratios and cash ratios. It is rea- 
sonable to expect that its balance 
sheet changes after the war will show 
relatively greater increases in liquid- 
ity than those of the larger com- 
panies since the apparent policy is to 
maintain strong liquidity and take 
care of capital expansion needs by 
security financing. 

Latest interim profit statement of 
Borden (six months to last June 
30) showed net of $1.01 a share ver- 
sus 87 cents a year ago, contingency 
provision ($1,500,000) being same 
for both periods. This gain may be 
cancelled or modified by year-end 
accounting adjustments. Final net 
probably will not differ much from 
$2.17 earned last year since higher 
tax liability may be offset, so far as 
profit reported to shareholders is 
concerned, by smaller special charges 
for the year as a whole, the latter 
amounting to about $1.58 a share 
last year. 

National Dairy for the first six 
months this year netted $1.03 a share 
against 96 cents for the first half ol 
1943 but this gain is more apparent 
than real, as there was a deduction 
of $1,800,000 for contingencies in 
the first half of 1943, none this year. 
Net for the year probably will be 
closely in line with $2.09 of 1943. 

Beatrice for six months ended Au- 
gust 31 had net income of $1,011,000 
or nominally lower than $1,038,000 
for comparable prior period. This 
was $1.61 per share versus $2.09 for 
prior period, the shares having mean- 
while been increased from 401,729 
to 502,162 in financing to pay for 
expansion, bolster working capital 
and aid in recent retirement of a 
substantial percentage of the pre- 
ferred stock. On the present com- 
mon, net for the year ending next 
May 31 should be somewhere around 
$3.25. 

All three dividend rates, as pre- 
viously discussed, appear adequately 
secure as far ahead as can be seen. 
On the estimated earning power 
cited in preceding paragraphs, Bor- 
den is currently priced about 15.7 
times earnings, National Dairy at 
about 12 times earnings and Beatrice 
at about the same ratio as National. 
For conservative investment the 
choice would be Borden or National, 
with very little difference in quality. 
For speculative-investment, with 
probably greater long-term growth 
potential, it would be Beatrice. None 
of the three stocks is currently on the 
bargain counter. 


NOTE—/jrom time to time in this space, 
there will appear an advertisement which we 
hope will be oj interest to our fellow Amer- 
icans. This is number fifty of a series. 

ScHENLEY Distitters Corp., New York 


Hotels in Wartime 


This recorder, who has spent many 
years of his life in hotel rooms from 
coast to coast, has considerable sym- 
pathy for hotel management in these 
dislocated days. We at Schenley, be- 
cause we have distilleries in a number 
of states and sizable wine interests on 
the Pacific Coast, in California, normally 
do a lot of traveling. And we, like other 
American industrials whose businesses 
have “gone to war,” nevertheless now 
travel only when it is absolutely neces- 
sary. American hotels, the world’s 
finest, have become, in effect, the quar- 
termaster corps of the army of essential 
travellers. 


One prominent hotel man made an 


analysis of his business for the past 
year. His records reveal that of the 
many thousands of men and women 


accommodated in the preceding twelve 
months, seven out of ten were in uni- 
form or engaged in a branch of vital 
war work. This single record is quite 
general among hotels. All over the na- 
tion, in spite of drastic shortages of 
trained manpower, materials, and re- 
placements, hotels have a mighty fine 
wartime record. 


Remember before the war how we 
wrote or wired to a hotek for a reserva- 
tion? We'd ask for a high-up room, or 
one with cross-ventilation or southern 
exposure, and we'd state the day of our 


arrival. Well, that doesn’t go now. 
Today, if we find it necessary to 
travel, the hotels need know the hour 


of our arrival, not merely the day. And, 
they would like to know, too, the hour 
that we expect to leave so that some- 
body who is waiting patiently or other- 
wise, for a room, can get ours. We can 
save time, energy, and tempers, if in 
making a hotel reservation, we are thor- 
oughly specific in stating as much in- 
formation as possible that will assist the 
hotel manager in taking care of an over- 
load in these critical times. And we 
mustn’t forget to cancel the reservation 
immediately if we change our plans. 
\n idle hotel room today is a luxury 
that America cannot afford. Prompt can- 
cellation may enable another soldier, 
sailor, or marine, to enjoy a good night’s 
sleep. 


MARK MERIT 


of ScHENLEY DistILLers Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Avenue, N. Y. 1, 
N. Y. and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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anticipated. Most leading companies 
are fully integrated, thus free of 
wide variations in materials costs. 

Hope for better results in the 
newsprint industry after the war 
rests primarily in the closer approach 
of productive capacity to expected 
market capacity. This should aid the 
more constructive price policies fos- 
tered since the later Thirties and 
militate against a return of ruinous 
competition and profitless operations 
of the past. At current newsprint 
prices, most of the North American 
capacity is operating well above the 
break-even point; any moderate 
weakening of the price structure 
after the war, though not immediate- 
ly expected, would do no more than 
eliminate high cost capacity without 
rendering unprofitable the opera- 
tions of the bulk of the industry. 
However, newsprint prices for some 
time ahead are expected to remain 
firm. Fortunately, despite severe war- 
time shortages, there has been virtual- 
ly no increase in capacity. This aug- 
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urs well for ultimately more stable 
operations and earnings of the in- 
dustry as a whole, and consequently 
improved investment status of its 
securities. 

In the hosiery field, high labor 
costs and price-wars between the 
union and non-union divisions ex- 
plain the poor showing, profitwise, 
of the industry. Demand for full- 
fashioned hosiery continued to ex- 
pand but the investment return 
proved disappointing. The poor or 
volatile results of such concerns as 
Gotham Silk Hosiery Co., Phoenix 
Hosiery Mills, Durham Hosiery 
Mills and Real Silk Hosiery Mills 
clearly exemplify this. There was 
also the problem of overcapacity, re- 
sulting at times in chaotic trade con- 
ditions. 

Postwar prospects are not particu- 
larly encouraging, over the longer 
term. Once deferred demand is satis- 
fied, the industry will again be faced 
with the overcapacity problem, in- 
tensified by extensive production of 
nylon hosiery which wears much 
longer than silk. Once more, price 
cutting is likely to become prevalent 
in an -effort to maintain sales. 
Though export business for a time 
may prove an important offset, pros- 
pects appear slim for any ultimate 
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improvement in the investment sta 
tus of equities in this field. 

In the oil refining industry, pric 
wars at times have severely affected 
profits, the outgrowth of steadily in 
creasing refinery capacity before th 
war and of cyclical fluctuations iy 
demand. Despite a rising long-tern 
demand trend, the industry, whil 
strong in cash, has not substantially 
increased its dividends; during the 
last depression, many passed, and 
others reduced their payments 
stockholders. Within recent years, 
most of the companies have adopted 
a practice characteristic of expand. 
ing industries; they have reduced o 
eliminated their fixed charges which 
arose from heavy borrowing in the 
Twenties. This practice should event 
ually make for better investment re 
turns since relatively little debt ha 
been assumed for wartime expan. 
sion. Moreover, the demand cury 
for petroleum products is expected 
to continue upwards in the years tw 
come—after a temporary decline. 

While the possibility of futur 
price-wars is by no means excluded, 
more stringent conservation meas 
ures, in an effort to conserve do 
mestic crude oil reserves, may mini 
mize this danger. But whether, de. 
spite greater stability of operations 
and income, stockholders will fare 
better in terms of investment returns 
remains to be seen. The industry ha 
long been regarded as a poor sourct 
of dividends; while qualifying as 4 
growth industry, this attribute re 
fers to operations and_ prospective 
demand rather than to cash return 
on invested capital. Any future im 
provement, from the stockholder’s 
viewpoint, will depend on a variety 
of factors which cannot be appraised 
at this time, including the extent ol 
Government regulation, conservation 
measures and internal industry con- 
ditions. Meanwhile, even the sound: 
est oil equity has speculative charac- 
teristics which accounts for normally 
conservative price-earnings ratios. 

The inability of expanding indus. 
tries to control the downward trend 
in their price level cannot be ex- 
plained in terms of any single gen- 
eralization. It may be inferred that 
a substantial capacity results in price 
cutting but this does not always fol- 
low. There are numerous prosperous 
industries with excessive plant ca 
pacities which have successfully con- 
trolled their level of selling prices. 

These include the automotive indus- 
try, the chemical, glass, container, 
business machines, alloys, packaged 
goods, electrical equipment and ap- 
pliance industries, among others. 
While in these industries, prices may 
have moved downward, no wide 





break: 
why o 
prices 
seem 
is an 
vestor 
accep 
watch 
scribe 
indic: 
the a 
ord, z 
ment 
decay 
recor: 

Th 


| suffer 


their 
diffict 
they 
the f 
as gi 
will 
Watc 
tion 
impe 


Pro: 


activ 
Mi 
subsi 
is als 
Exch 
reco! 
The 
abou 
ings, 
$3.5¢ 
$1.25 
payn 
liber 
steac 
necti 
chise€ 
denc 
taxa 
very 
fa 
abou 
one- 
a bt 
cons 
men 
the 
sellii 
ly ir 
fisca 
6.67 
decl 
the 
bett 
viou 
nua 
192! 
amo 
yiel 


DEC 









nent sta 


ry, pric 


affecte 
adily in 
fore the 
tions ij 
ong-terny 
y, whik 
tantiall) 
‘ing th 





breaks have normally occurred. Just 
why one industry can stabilize selling 
prices and another, operating under 
seemingly similar conditions, cannot, 
is an unanswered problem. The in- 
vestor, unfortunately, can turn to no 
accepted rule. He can, however, 
watch out for symptoms such as de- 
scribed in this article. Should they 
indicate increasing strength, even in 
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the absence of a long dividend rec- 
ord, a stock may be a better commit- 
ment than if there are symptoms of 
decay, in the face of a long dividend 
record in good and bad times. 

The industries discussed at no time 
suffered from demand obsolesence: 
their troubles were mostly due to 
difficulties in control of supply. If 
they can overcome this obstacle in 
the future, they will readily qualify 
as genuine growth industries and 
will so be valued by the market. 
Watchfulness and sustained dbserva- 
tion will tell where a turn may be 
impending. 





Prospect for Bus Lines in the 
Postwar 





(Continued from page 247) 

active discussion in recent months. 

Minority stock of the principal 
subsidiary, New York City Ownibus, 
is also traded on the New York Stock 
Exchange. It has had a more stable 
record of earnings and dividends. 
The stock is currently around 28 or 
about 7 times the 1943 share earn- 
ings, and yields 1214% based on the 
$3.50 dividend (which included a 
$1.25 year-end payment). Dividend 
payments appear to have been rather 
liberal, though funded debt was 
steadily reduced since 1936. In con- 
nection with amortization of fran- 
chise cost, 27.383% of the 1943 divi- 
dend was tentatively considered non- 
taxable. The company has benefited 
very little by war conditions. 

Third Avenue Transit, while 
about two-thirds street railway and 
one-third bus, will eventually become 
a bus company. It has followed a 
conservative policy of debt retire- 
ment and the speculative position of 
the adjustment bonds (currently 
selling at 3734) has been substantial- 
ly improved in recent years. In the 
fiscal year ended June 30, 1944, 
6.67% was earned on the bonds, a 
decline from the 9.09% earned in 
the previous year, but substantially 
better than the average of the pre- 
vious decade. Interest at half the an- 
nual rate (214%) was paid during 
1925-37 and again in 1943-4; arrears 
amount to about 83%. The present 
yield is around 6.50%. 
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Continental 
Achievement 
that AMAZES even us 





[[ =_ in the several Continental plants is an 
army of 23,000 men and women — Continental Minute Men, we 
call them. They not only know how to work at maximum 
production efficiency, but they know what they are working for. 

This Army is engaged in the making of engines — nothing 
but. In reality, however, they are supplying the power to win. 
They may ve only 23,000 strong, but out of them is born over 
15 million horsepower each year. 

Now, 15 million horsepower is difficult to comprehend — it is 
so utterly tremendous. It is not a stored up, inactive power, but 
a live, active, mobile force. It means that at the end of each day 
of the year when this Continental Army wends its way home- 
ward it has released over 41,000 horsepower for immediate 
active duty! 

Currently, this power to win is everywb:re in our fighting 
domain — propelling airplanes, tanks, watee buffalos, landing 
craft, trucks, earth movers, tractors. Literally the Continental 
Army, in terms of its horsepower, is engaged in every sector and 
activity of the battle to win. 

There will some day be another application of this mighty 
power to win. The same versatility which has made the Con- 
tinental Army such a powerful factor in the war can be counted 
on to supply the power to win new heights in our peacetime 


advancement and security. 
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Beneficial 


Industrial Loan 
Cerperation 
DIVIDEND N@TICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREPERENCE STOCK 
$2.50 Dividend Series ef 1938 


621/2¢ per shere 
(Sec quarterly peried ending Dec. 31, 1944) 


COMMON STOCK 

quarterly dividend of 30¢ per share 
plus year end dividend ef 15¢ per 
share. 
These dividends ave payable De- 
cember 30, 1944 to stockholders of 
record at close of business Decem- 
ber 15, 1944. 


Puitie KaPimas 


Dec. 1, 1944 Freasurer 
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Investment Audit of 
McKesson & Robbins 





(Continued from page 245) 


possible to anticipate the Treasury 
Department’s decision, no effect has 
been given in the financial state- 
ments to any possible recovery. 

The company did well in the last 
fiscal year with its advertised prod- 
ucts, especially the vitamin prepara- 
tions. Advertising included a radio 
program starring Joe E. Brown on 
the “Stop or Go” program. The 
company is also producing penicillin, 
as part of its war activities. 

The preferred stock is currently 
selling at 104 to yield 3.85%, and the 
common at 28 to yield about 4.82%. 
The latter’s range this year has been 
2834-2154. While the common Is not 
without further market possibilities 
in the years ahead, present market 
price appears to have at least par- 
tially discounted them. Relative sta- 
bility rather than further substan- 
tial growth in business is likely with 
earnings largely determined by sales 
volume, as margins are characteris- 
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tically narrow both for drugs and 
liquors. Drug demand is relatively 
stable but sales of liquor and sun- 
dries should fluctuate mainly with 
changes in consumer income. 





Opportunities In Bonds and 
Preferred Stocks 





(Continued from page 251) 


accrued interest will be paid now to 
holders who surrender their bonds. 


REPUBLIC OF PANAMA: The Na- 
tional City Bank of New York, as 
fiscal agents, is notifying holders of 
this Republic’s 5% bonds due May 
15, 1963, that there is now available 
for distribution as an additional 
payment on account of the interest 
represented by the May 15, 1941 
coupons, the sum of $4.48 with re- 
spect to each $25 coupon and the 
sum of $2.24 for each $12.50 coupon. 


NORTHWESTERN WATER COM- 
PANY: Holders of 26,951 shares of 
the formerly authorized $4 preferred 
stock of this company have with- 
drawn their objections to the mer- 
ger of Delaware Valley Utilities Co. 
and the Union Water Service Co. 
into Northeastern Water Co., which 
has acquired and will retire these 
shares. 


KANSAS CITY TERMINAL CO.— 
OFFER OF PREPAYMENT: This 
company has called for redemption 
at 105 on January 1, 1945, all of ‘its 
first mortgage 4% bonds due Jan- 
vary 1, 1960. Holders of this issue 
may obtain the full redemption price 
thereof, plus interest to January 1, 
1945; any time on and after Novem- 
ber 22, 1944. 


AMERICAN TOBACCO COM- 
PANY: The recent offering of $100,- 
000,000 of this company’s 25 years 
3% debentures, due October 15, 
1969, was the largest strictly “new 
money” bond issue sold in more 
than two years. The debentures 
were priced at 101, to yield 2.94% 
to maturity. Price range thus far has 
been: High 105; low 10114; last 
1017. 


CENTRAL NEW YORK POWER 
CORPORATION: This company’s 
general mortgage 334% series due 
1962, have been called for redemp- 
tion in the amount of $2,000,000 on 
December 30, 1944, at 104. This 
brings the total amount of funded 
debt redeemed by the Niagara-Hud- 
son System companies since January, 
1944 to over $26,000,000 of ~ which 


Central New York Power Corp. has 
redeemed $7,357,500. 


INTERNATIONAL RAILWAYS OF 
CENTRAL AMERICA: Directors of 
this company have decided to call 
for redemption on February 1, 1945, 
all of its first lien and refunding 
614% bonds due February 1, 1947. 





Hazards and Opportunities 
in Marginal Companies 





(Continued from bage 237) 


giving you all the answers; yet it 
will help you in distinguishing be. 
tween what is a reasoned judgment, 
though necessarily not infallible, and 
what is a mere guess or assumption. 

It may well be that thorough ap- 
praisal of the pros and cons will 
leave you with a heightened sense of 
uncertainty or doubt as to what to do 
about a particular stock. in the writ- 
er’s view, that in itself should be 
enough to justify a decision to sell it 
or not to buy it. One should have a 
convincing, positive basis for holding 
a stock or for desiring to buy it. With 
so many uncertainties ahead, one 
should hold or buy stocks of com- 
panies about whose longer-term fu- 
ture one can feel reasonable confi- 
dence, and with which one can feel 
“comfortable,” rather than worried 
or dubious. Some of the uncertain 
or dubious stocks will come through, 
possibly in a big way percentagewise, 
but more will not. 

The word “marginal” is invidious 
when one ceases to use it as a gener- 
ality and applies it to specifically 
named companies. Furthermore, if 
one attempted to draw up a list of 
companies to which the term can 
seemingly apply with full validity 
on the visible facts, at least a few 
mistakes could readily he made, for 
in some cases not all of the facts will 
be available to any outside analyst 
and the future might bring favor- 
able developments that not even “‘in- 
siders” could presently forecast. For 
both reasons this article and the tab- 
ulations will refrain from sticking 
any company with that word “mar- 
ginal.” However, in the first table 
the writer lists a number of stocks 
regarded as unattractive and with 
longer-term potentials judged—so far 
as can be seen on the basis of present 
known facts—to be much more uncer- 
tain or dubious than average. The 
second tabulation is a list of low or 
moderate price stocks, which, al- 
though speculative, are regarded as 
being both sound and having above- 
average longer-term potentials on the 
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basis of careful individual analysis. ~ 


Unless present percentage profits are 
very large, these stocks appear to 
merit retention. However, new pur- 
chases should be made only in pe- 
riods of market reaction. 





Realities and Unrealities in 
Labor's New Demands 





(Continued from page 231) 


pointed out that if orders for steel 
tall’ off sharply the industry would 
face one of two alternatives under a 
guaranteed wage plan: either to pay 
hundreds of millions of dollars of 
wages to idle workers, or to manu- 
facture and store large quantities of 
uncalled for steel. The Jatter would 
involve great problems of storage 
and financing, and the stored steels 
might not be in the shapes, sizes or 
character suitable for later demand. 

However, investors need have no 
fear of guaranteed annual wages be- 
ing established by law. Certainly no 
such revolutionary threat is now in 
sight. Rather, the matter will in- 
creasingly be an issue in collective 
bargaining between workers and in- 
dividual companies, although politi- 
cal influence may well be brought to 
bear in behalf of worker demands 
up to feasible limits. 

So far as is known, out of many 
scores of thousands of employing 
enterprises in this country, only 57 
have in effect one variant or another 
of the concept of guaranteed annual 
wages. To regard that as a true 
measure of the inherent economic 
limitations of the concept would be 
ridiculous. Undoubtedly there are 
a great many more stable-volume 
companies just as well able to adopt 
such plans as thé few which have 
done so. Moreover, with numerous 
other enterprises, it need not neces- 
sarily be a matter of all or none. If 
a full guarantee of annual wages is 
not possible—as it will not be in the 
majority of cases—what’s the matter 
with a partial guarantee? Perhaps 
year-around jobs could be assured 
for an agreed percentage of total 
workers, chosen by seniority. Per- 
haps there could be a guarantee of 
an agreed number of weeks of work 
out of the year. Even partial moves, 
within the calculable limits of pru- 
dent financial risk, toward increased 
stability of income and job assur- 
ance for wage workers would be help- 
ful to the economy. 

In opposing such plans the ten- 
dency of too many managements is to 
concentrate their thoughts exclu- 
sively on the reasons why they can’t 
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Another big rush on Long 
Distance lines this Christmas 


It was a big rush last year. It may be even 


bigger this Christmas. 


So please help keep Long Distance lines clear 
for essential calls on December 24, 25 and 26. 


War still needs the wires—even on holidays. 


BELL TELEPHONE SYSTEM 








be adopted, and on all the possible 
objections. The cause of economic 
and social stability would be better 
served by a more flexible attitude, by 
a greater willingness to sit down 
with the union representatives and 
genuinely explore the pros and cons, 
by seeking to work out ways and 
means for providing half a loaf—or 
even a quarter of a loaf—if the whole 
loaf is beyond reach. 

In application by individual com- 
panies, even in highly stable lines of 


business, the working out of practic- 
able employment and wage guar- 
antees has been a far from simple 
matter. As a matter of prudent busi- 
ness necessity, every presently suc- 
cessful plan has been approached 
cautiously, carefully, somewhat ten- 
tatively. But there has now been 
enough experience with them to 
chart the way and to prove that what 
a few companies have been able to 
do, many more could do if they 
wished. However. it should be noted 
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How To Trade With 
Automatic Plan 


This automatic plan originated by an 
operator with 50 years’ experience can 
be used successfully by individual in- 
vestors and managers of security port- 
folios. Uncertainties over when to buy 
and when to take profits are removed. 
A substantial decline is as welcome as 
a sustained rise. Send $1 for Summary 


of plan. 
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that the great majority of the plans 
now in operation are not guarantees 
of 52 weeks work out of the year at 


straight line wage rates but some- 


thing less than that. 

One of the pioneers in such ven- 
tures is Procter & Gamble. Putting 
all of its employees on an annual 
salary basis, so to speak, required 
extensive changes in production and 
marketing programs. The company 
estimates that this plan costs it about 
$70 a year more per employee than 
an hourly wage basis would cost; and 
holds that when allowance is made 
for increased employee efficiency and 
loyalty there is no added cost; if any- 
thing, a saving. Another pioneer is 
George A. Hormel & Co., meat pack- 
ers, g8 per cent of whose employees 
can now count on 52 paychecks a 
year. From its records, Hormel cal- 
culated probable total production 
within a year and how many hours of 
labor it should take to get it out, 
then agreed to pay for this budgeted 
labor cost in 52 equal annual install- 
ments. If employees produce more 
tonnage than has been budgeted, 
there is a year-end wage bonus. 

The Nunn-Bush Shoe Company 
approached its guaranty plan in a 
somewhat similar way. Discovering 
that over a period of years its wage 
workers had received 19.46 cents out 
of each dollar of sales, it agreed to 
call it 20 cents and to guarantee it 
on a 52-week basis. It works some- 
thing like a salesman’s drawing ac- 
count, with periodic balances being 
made between each worker’s draw- 
ing account and his actual earnings. 

The list of companies which have 
taken significant steps toward stabil- 
izing earning power of workers in- 
cludes, in addition to those named 
heretofore, Sears, Roebuck; Eastman 
Kodak, International Harvester, 
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Westinghouse Electric, Standard Oil 
of California, Lincoln Electric Com- 
pany (which has the most remark- 
ably successful plan of all); Atlantic 
Refining, Merck, Oneida _ Ltd.; 
Namm Department Store, Armstrong 
Cork, General Motors, Quaker Oats 
and Wrigley. 

The idea of supplementing gov- 
ernment Social Security by company 
retirement-pension plans is growing 
fairly rapidly—much more rapidly 
than wage guarantees. Before the 
war only some 1,000 corporations 
liad such plans. Now the number is 
reported to be around 6,000 and 
hundreds more come flooding in*each 
month for Treasury approval. It 
is estimated that, when benefits are 
combined with Federal allowances, 
the ghost of old age poverty has 
now been laid for about 2,000,000 
workers. It may be noted further 
that about 7,000,000 employees now 
have the protection of group health 
and accident insurance, and some 
15,000,000 the protection of group’ 
life insurance, with employers—or, 
indirectly, the Treasury—bearing a 
substantial share of the cost. 

All of which is in the right direc- 
tion and badly needed. Though 
America has gone far in economic 
and social progress, there is much 
further to go. The economic status 
of a very large percentage of our 
working people remains highly in- 
secure and their average annual in- 
come, however much greater than in 
some of the bleakest pre-war years, 
is still definitely on the modest side. 





How Strong Is the Financial 
Position of American 
Industry? 
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payments, progressively larger and in 
1942 and 1943 amounting to some 
15% of aggregate corporate net in- 
come. The net result of these devel- 
opments has been an excess of inflow 
of funds over increased use of funds; 
as a direct consequence, cash and 
temporary corporate investments in 
Government securities in 1942 were 
about 100% above 1939 levels. This 
approximately equals the percent- 
age of sales increase during the pe- 
riod. 

Into the second category of impon- 
derables fall such matters as speed 
and smoothness of reconversion, and 
repercussions therefrom on working 
capital positions. The latter will un- 
doubtedly be weakened in varying 
degree where reconversion is difficult 
and long drawn out. Then there are 


such vital questions as prices, taxes 
and other Government policies, as 
yet obscure though gradually crystal- 
lizing if only tentatively so. 

Stull, industry’s over-all position is 
such that most corporations will be 
able to cope effectively with what 
ever may lie ahead. 

Among casual observers, there ap- 
pears a common tendency to regard 
the increase in corporate liquidity as 
an accumulation of excess cash. 
Doubtless there are many instances 
where this is true, especially in the 
case of trade corporations where in- 
ventories have been sharply reduced 
and could not be replaced. But with 
most war-active manutacturers, it is 
questionable whether the gain in 
liquidity was much larger than the 
expanded working capital require 
ments. This is illustrated by the 
numerous cases where V-loans and 
other credit arrangements had to be 
resorted to. Elsewhere, probably in 
the majority of instances, internal 
funds have been sufficient—with o1 
without Government aid—and will 
continue adequate for the remainde) 
of the war period. This implies, ulti- 
mately, a further strengthening of 
the financial position. It is perti- 
nent, in this connection, to point out 
that for the last two years there has 
been no net increase in outstanding 
notes or securities of manufacturing 
corporations; rather a decline oc- 
curred this year as retirements ex- 
ceeded new obligations. 

Though extension of Government 
funds proved a major factor respon 
sible for war-time corporate liquid. 
ity, any tapering off of these funds, 
during the remaining war period, in 
itself does hardly imply any deterio 
ration in corporate liquidity. Rather, 
the latter should increase further 
though naturally,at a slower pace, 
and governed mainly by the amount 
of retained earnings. 

When speaking of reconversion 
needs, one of the aforementioned im- 
ponderables, the question arises: 
How will business accumulations 
measure up with cash requirements? 
For many corporations, contact ter- 
mination will mean interruption of 
production lines for weeks while fa- 
cilities are adapted to civilian pro- 
duction. This period of adaptation, 
together with the building of new 
inventories will require considerable 
cash outlays, estimated at some $12 
billion in the aforementioned calcu- 
lation of the Department of Com- 
merce. The total obviously will vary 
according to the time required for 
reconversion, depending in turn on 
the character of the industry and its 
war production task. Also there will 
be no single date on which war con- 
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tracts can be expected to be termi- 
nated, in toto. Rather, termination 
in many fields will take the form of 
of a gradual tapering off which if 
anything, should minimize its im- 
pact, financial and otherwise. 

There are, of course, contingency 
reserves to take care of reconversion 
difficulties. Also, the prospect is 
that corporations will have a certain 
amount of discretion in cutting pay- 
rolls immediately after termination, 
or alternatively, may be permitted 
to include interim payments in their 
claims against the Government. The 
entire problem highlights the stra- 
tegic importance of Government 
policy with regard to settlement of 
war contracts, and the termination 
bill recently enacted goes far towards 
facilitating it. However, it may be 
too early to gauge its complete ef- 
fectiveness and some flexibility of 
banking arrangements for the in- 
terim period may probably continue 
to be desirable in a number of in- 
stances. 

It is estimated that complete set- 
tlement of war-time inventories and 
receivables within one year might 
facilitate the release of some $4 bil- 
lion. This sum would probably be 
augmented, during the first transi- 
tion year, by additional accruals 
from the Government aggregating 
perhaps another $1 billion. 

To sum up, when the war ends, 
business generally will be in a strong- 
er position than ever before, better 
able to take advantage of the oppor- 
tunities presented by the postwar 
period though a number of com- 
panies will lack sufficient reserves 


for big-scale postwar operations. 
These, however, will be in the mi- 
nority. 


Corporate reserves, that is, excess 
accumulations over prospective tran- 
sitional and postwar needs, may well 
become a political factor, however. 
Their further course will be watched 
closely by the Government and may 
become a major consideration in 
shaping postwar policies. It is known 
that official postwar planners favor 
spending of the bulk of industry’s 
war-time savings. Were no such 
spendable surplus, over and above 
current needs, available, employment 
prospects as currently “envisaged 
could hardly be realized except with 
Government financial aid. As it is, 
the prospective aggregate excess of 
accumulations over maximum needs 
promises to be comfortable enough 
to stimulate, without recourse to 
Government help, a vast amount of 
postwar employment, provided it is 
used. 

Should setbacks occur in business 
and employment and accumulations 
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MODERN structural designs have greatly 
increased the efficiency of streamlined 
trains, airplanes, highway trucks and 
trailers. 

Many of these were developed and 
improved by close co-operation between 
manufacturers and Armco research en- 
gineers. For example, through the use 
of Armco High Strength Steels and 
better design, the “skin” or shell of a 
modern truck-trailer assumes a larger 
share of the load—further reducing 
dead-weight and increasing pay-load. 

Besides being stronger, these special 
steels have greater resistance to atmos- 
pheric corrosion than ordinary steel. 


SPECIALISTS IN SHEET STEEL 


The specialized knowledge that Armco 
men bring to sheet steel problems goes 
back more than 40 years. This experi- 
ence may help save you time and money 


HELP FINISH THE FIGHT—WITH WAR BONDS 


are not used to expand operations 
and create employment, an effort 
may be made to force them into use. 
This is, or at least appears, one of 
the imponderables attaching to in- 
dustry’s present financial strength. 
While it could hardly detract from 
the latter, it may place it in an en- 
tirely new light. The idea of taxing 
undistributed profits is not entirely 
dead, we understand. The tax route, 
in One way or another, may well be 
used when deemed necessary to put 
to work industry’s excess accumula- 
tions in the interest of bolstering our 
postwar economy. 

This being so, we may be thankful 
that industry’s financial strength, 
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MAKE A DIFFERENCE IN STEELS, 
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in the development of your own post 
war products. 

We shall be glad to give you specific 
information on the applications of High 
Tensile Stainless Steels, Low Alloy High 
Strength Steels, and other special pur- 
pose sheet steels. And our studies of 
markets and distribution channels may 
be of assistance to your sales organiza 
tion. Why not consult with us about 
your requirements? The American Roll- 
ing Mill Company, 3481 Curtis Street, 
Middletown, Ohio. 





Special 

purpose 
sheet 
steels 

for TOMORROW'S PRODUCTS | 


| 
| 








generally speaking, is what it is to 
day. It is a tribute to provident man- 
agement policy but it also reflects, 
by and large, official recognition of 
past and future needs. In spite of all 
the griping that has emanated from 
disgruntled quarters (it now seems to 
subside somewhat in the face of 
realities), the fact remains that ofh- 
cial policies have at least in part 
been instrumental in helping: build 
a foundation that should withstand 
any foreseeable shocks. With this in 
mind, the stockholder may take heart. 





Donate Blood to the Red Cross 
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Two seats on an isle 


WO seats for a pair of battle-worn kids enterprise possible—will assure seats for all of 
somewhere on an atoll in the Pacific—will our boys, wherever they may be, to the shows 
you give them? the folks back home have sent them. Give as 


much as you can afford—then a little bit more. 


There are 90 units operating through U.S.O. 
We can’t let them down now! 


Camp Shows on the “Foxhole Circuit.” They 
play the jungles in the South Pacific. They play 
the snowy wastes in Alaska, Greenland, Iceland. 
They play the hospital circuit behind the lines. 


Help U.S.O. send some of the country’s finest 
entertainers to our boys “out there.” Many of 
these men and women have volunteered their 


time—but it does cost money to send them to our EE 
far-flung battle field <a 
ar-flung battle fields. ae 


Your contribution to your Community War 


Fund will help make this gigantic entertainment Representing the NATIONAL WAR FUND 


Give generously to 
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The New Russian Imperialism 





(Continued from page 221) 


between the communists and the Na- 
tional Government. This factual 
struggle has so weakened the Chinese 
that Japan has been able to make 
great strategic gains. 

Ever since the Russo-Japanese neu- 
trality agreement, there have been 
rumors of a deal in which China was 
to be divided between Japan and 
Russia. The recent rebukes to Japan 
by Russian officials notwithstanding, 
{ believe current events themselves 
point to such a possibility. At the 
moment the Chungking government 
faces its gravest military and political 
threat, and well informed sources say 
that the next sixty days might deter- 
mine whether China will be knocked 
out of the war. If China is totally 
defeated, we would lose a position of 
the greatest strategic importance to 
us in the Pacific. 

A prostrate China would not only 
enable Russia to menace our future; 
it would also force a decided change 
in the character of the strategy 
needed to win the war against Japan 
as quickly as we had hoped, and 
might even prolong the struggle be- 
yond our calculations—greatly in- 
creasing the cost of victory. 

And if Russia became supreme 
along the Pacific and along the At- 
lantic too, it could hem in this con- 
tinent and place this country in a 
highly vulnerable position! 

Therefore, if we are to save the 
fruits.of victory, which has cost us so 
much blood and treasure already, we 
have got to take a firm stand in rela- 
tion to Russia. Today, we are the 
most powerful nation on earth and 
will continue to be regardless of the 
length of the war, no matter how 
much .the war costs us. 

Russia is nowhere near as strong as 
we are despite her assets of man- 
power and untapped resources. Com- 
pared with our highly developed 
economy, our ingenuity and enor- 
mous capacity for efficient produc- 
tion, Russia has a very long way to 
go. She has been bled white in this 
war and her painfully developed in- 
dustrial productive capacity has been 
greatly weakened. In the future she 
cannot replace or rebuild with any 
rapidity unless we help her. Under 
these circumstances, we are in a 
position to prevent Russia from ac- 
quiring the power which will be dan- 
gerous to us and to the rest of the 
world. 

Russia has only one potent weap- 
on, and that is—her underground sys- 
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tem of cells tor destroying one coun- 
try after another from within. On 
this continent, the headquarters for 
this nefarious intrigue is concen- 
trated in Mexico under the direction 
of former Ambassador Oumanski. 
Our task is to destroy this menace, 
and we must do so if we are to win 
the fruits of victory—the longed-for, 
durable peace for which our sons are 
fighting. 

All it needs is a firm stand against 
Russian machinations—in Europe— 
in Asia—and here at home. It calls 
for an immediate conference with 
Stalin to clear the air. We cannot 
permit him to continue to postpone 
this meeting on one pretext after 
another so that he can present us 
with a fait accompli after the war. 

The time to act in our interest is 
now! 





What's Ahead for the New 
Common Stocks of Reor- 
ganized Railroads 





(Continued from page 248) 


The road’s dependence on anthra- 
cite traffic, which accounts for more 
than one-third of freight revenues, 
is also a significant point since such 
shipments are not conducive to 
steady revenues, and it may be ques- 
tionable to anticipate that anthra- 
cite will regain its competitive status 
vis-a-vis fuel oil when the latter is 
again available in unrestricted quan- 
tities. The heavy taxes imposed in 
the State of New Jersey are another 
serious problem. By and large, the 
common stock of the Lehigh Valley 
does not appear to offer much to 
recommend it. 

Western Pacific—Because of the im- 
minence of this road’s emergence 
from reorganization (expected with- 
in the next two months) it is includ- 
ed here to show the effects wrought 
by its plan as regards the new com- 
mon stock. The reorganization plan 
is rather drastic. The old fixed debt 
was about $78.3 million while the 
new fixed and contingent debt will 
be approximately $34 million. In- 
terest charges, eliminating capital 
fund for reasons mentioned in the 
foregoing discussions, of the new 
company would come to a little less 
than $1.5 million (including con- 
tingent interest) as compared with 
about $3.7 million for the old com- 
pany. Adding preferred dividend re- 
quirements brings total charges se- 
nior to the new common to $3.2 
million against $5.4 million  se- 
nior to the old common. Net working 

(Please turn to page 270) 





What do 
PROFESSIONALS 


think? 


| F the above question leade 
you to believe that we 
offer an open sesame to successful market 
operation—or tips—or a lot of high-sound- 
ing pronouncements about securities . . 
please read no further. 
—if you would like to 


BUT have some really inside 


facts ... if you would like to know what 


| investment dealers and investment salesmen 


actually think, and say, and propose... if 
you would like professional comment on al! 
classes of securities . . . then what follows 
will certainly interest you. 


For the first time in its history, THE 
INVESTMENT DEALERS’ DIGEST, trade 
weekly of the investment profession, pro- 
poses to accept a limited number of sub- 
scriptions from individual investors. Yor 
are invited to become a subscriber at $5.0¢ 
per year. That means $5.00 for 52 issues 


You will receive weekly comment and 
analyses on securities in the industrial, pub- 
lic utility, railroad, investment company, 
bank and insurance, Latin-American and 
other fields. No recommendations to buy or 
sell . but up-to-the-minute, ‘unbiased, 
“horse’s mouth” facts upon which sound in- 
vestment decisions can be based. 


FREE! 


Off the press recently came a 226-page 
book by Roger Babson: “Looking Ahead 5¢ 
Years.” Mr. Babson predicts an economic 
collapse after the war, followed by a tre- 
mendous recovery. He names those indus- 
tries most likely to be affected, tells why 
and makes 19 predictions for the future 
including tax-exemption, interest rates and 
inflation. 


oe 


We will send you, with our compliments 
a copy of this fascinating and provocative 
book (The price from Harper’s is $2.00) 
if we may have the privilege of entering 
your subscription for the DIGEST today. 


_ Won't you... right now while the sub- 
ject is before you . . . fill out the coupon 
below and mail it? 


INVESTMENT Deavers’ Dicest, 
67 Wall Street, 
New York 5, N. Y. 


You may enter my subscription for THE 
INVESTMENT DEALERS’ DIGEST for 
the next 52 weekly issues, to cost me $5.00. 
Without charge I am additionally to receive 
a copy of Roger Babson’s new book “‘Look- 
ing Ahead 50 Years.” 


M.W.5. 


Cj Check Enclosed* ( Send Bill 


My Name 


Address 


Ce i 55. 


*No need to enclose check unless you wish 
to. But if you do, thus eliminating book- 
keeping costs, six weeks will be added to 
your subscription. 
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BOOKS THAT WILL BE OF INTEREST TO YOU! 


PUBLIC AND PRIVATE 
GOVERNMENT 
CHARLES EDWARD MERRIAM 
Yale University Press. 78 pp. $1.75 

This noted author is an authority on Govern- 
ment which he has observed all the way from 
the states, businesses and universities of Europe 
and the United States through the catch-as- 
catch-can politics of Chicago, where he once ran 
for mayor. A devout and optimistic believer in 
democratic principles, he shows how the con- 
cepts of public and private enterprise and of the 
organization of business have changed. He sees 
enormous possibilities for growth, however, in 
a society where both private and public govern- 
ment function for the community and not the 
other way round. A frank and thought-pro- 
voking study. 


PUBLIC SPENDING AND POST- 
WAR ECONOMIC POLICY 


SHERWOOD M. FINE 
Columbia University Press. 178 pp. $2.50 


Dr. Fine’s volume is for all who are giving 
thought to the problem of how our democracy 
can achieve and maintain full employment in 
the postwar world. This is a book not only for 
the professi 1 ist and government spe- 
cialist but for the businessman, the labor leader 
and the interested layman as well. A govern- 
ment economist for several years, the author 
examines the scope and place of public spend- 
ing in relationship to other types of economic 
policy and advances an integrated program for 
postwar prosperity. 


DURABLE PEACE, a study in 
American National Policy 


ROSS J. S. HOFFMAN 
Oxford University Press. 120 pp. $1.75 


This book lays down definite principles for a 
permanent American foreign policy, a policy 
designed to be at once practical and progressive, 
conservative and internationalist, traditional and 
anti-isolationist, and above all an expression of 
our national tradition. The author has tackled 
a difficult job and on the whole acquitted him- 
self well, though we may not always fully agree 
with his views. 





NAZI WAR FINANCING AND 
BANKING 


OTTO NATHAN 
— Bureau of Economic Research. 97 pp. 


This searching report, published by the Bu- 
reau in its series. of studies under the general 
title “Our Economy in War,” contains an il- 
luminating and up-to-date analysis of Germany’s 
financial system, how by scrupulously proceeding 
within a framework of pseudo-capitalism and 
self-made legality, the nazified German economy 
was able to prepare for war and finance it on 
an unprecedented scale by a series of ingenious 
techniques. 


EISENHOWER, MAN AND 
SOLDIER 
FRANCIS TREVELYAN MILLER 


The John C. Winston Co. 278 pp. $2.00 


Dr. Miller, noted author and historian, in this 
volume presents an authoritative biography of 
“Tron_Ike” and his forebears, back to the orig- 
inal Eisenhower family which over 200 years 
ago came to the new world to find freedom from 
oppression in the Old World. His is a stirring 
story, a story of a typical American boy from 
a typical American town. It is the story of de- 
veloping leadership and military genius which 
made General Eisenhower one ef the most out- 
standing military laders in the history of civili- 
zation. Its timeliness no less than the human 
element that pervades the account will appeal to 
every reader. 


JAPAN: ITS RESOURCES AND 
INDUSTRIES 


CLAYTON D. CARUS and 
CHARLES L. McNICHOLS 


Harper & Brothers. 252 pp. $3.50 


The most complete and authoritative informa- 
tion yet compiled concerning Japan’s resources 
in every field. An unusually timely volume and 
a unique combination of wealth of detail, ac- 
curacy and delightful style. Students of foreign 
trade and businessmen interested in the Far 
East will find it useful and interesting. A pene. 
trating analysis of Japan and things Japanese. 


MANAGEMENT IN RUSSIAN 
INDUSTRY AND AGRICULTURE 
BIENSTOCK, SCHWARZ and YUGOW 


Oxford University Press. 198 pp. $3.00 

The first book published under the auspices 
of the Institute of World Affairs. It presents 
a detailed study of the machinery of Soviet 
management, the distribution of functions and 
powers in factory and farm, the origin, status, 
incentives and ideology of managerial personnel. 
In view of Soviet Russia’s emergence as a world 
power, the volume holds particular interest for 
all interested in the contrasting features of 
western capitalistic enterprise and the Soviet 
system. 


REPORT ON INDIA 
T. A. RAMAN 
Oxford University Press. 231 pp. $2.50. 


A concise and readable collection of up-to-date 
facts about India and its contribution to the war 
effort. The importance of the latter is probably 
little understood in our country. Mr. Raman 
brings to attention amazing facts of how “pass- 
ive” India is fighting on our side. He reveals 
that the Indian army is now over two million 
strong, the greatest volunteer force in the world’s 
history. As an Indian and practical newspaper- 
man, Mr. Raman has deep-seated views and con- 
victions on Indian problems and while some 
may seem partisan or controversial, they are 
well presented. 


A STEEL MAN IN INDIA 
JOHN L. KEENAN 
Duell, Sloan and Pearce. 224 pp. $2.50. 


The author, an American steel man, interest- 
ingly tells the story of the growth of the great 
Tata steel company in which he took a leading 
part along with American and other foreign 
engineers. When he left after 25 years of ser- 
vice, Jamshedpur, home of the farflung Tata 
works, had become the twelfth greatest steel 
center in the world. Following its development 
from embryo beginnings, the author entertain- 
ingly describes his experiences, ranging over a 
wide variety of topics but avoids any detailed 
discussion of political issues though never hiding 
his love for India and the Indians. 


THE SPIRIT OF AMERICAN 
ECONOMICS 
J. F. NORMANO 


Committee on the Study of Economic Thought 
Distributed by the John Day Company, New 
York, 241 pp. $3.50 


A creditable and comprehensive study of the 
development of an independent American phil- 
osophy of economics, undertaken from a long 
range view. Dr. Normano lucidly traces the 
broad outlines of a pattern in the diverse fields 
of our economic history. Thoroughly docu- 
mented and scholarly, and highly readable 
though somewhat technical, this book should be 
of value to the student and teacher of econom- 
ics as well as to the layman desirous of ex- 
ploring the historical and economic background 
of social and political issues. 
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BATTERIES 





THE ELECTRIC STORAGE BATTERY 
COMPANY 


177th Consecutive 
Quarterly Dividend 


The Directors have declared trom the 
Accumulated Surplus of the Company @ 
final dividend for the year 1944 of fifty 
cents ($.50) per share on the Common 
Stock, payable December 22, 1944, to 
stockholders of record at the the close 
of business on December 11, 1944 
Checks will be mailed. 
H. C. ALLAN, 


Secretary and Treasurer 
Philadelphia 32, December 1, 1944 














New Common Stocks of 
Reorganized Railroads 





(Continued from page 269) 


capital on August 31, 1944 amounted 
to $19.8 million but in view of cash 
payments authorized by the cour 
and the company’s own busines 
needs, it is doubtful if the road will 
have much cash on hand for any re 
duction of debt, comparable to th 
North Western, for example. 

As in the case of many of the othe: 
reorganized roads, average railwa\ 
operating revenues for the 10 year 
1932 to 1941 would have been insul 
ficient to allow the company to bring 
any earnings down to the common 
stock despite the sharp reduction in 
charges effected by the reorganiza 
tion. The company’s high average 
operating ratio (82.1%) largel 
caused by heavy maintenance charge: 
was a restricting influence on earn 
ings available for the common i 
those years. A major war beneficiary 
1942 and 1943 earnings reflected al 
most capacity utilization of its prop 
erty, earnings on the new common 
reaching $20.62 and $48.84 per sharé 
respectively. The spectacular per 
formance in 1943 was in part ac 
counted for by sizeable tax credits 
For 1944, earnings are expected to 
come close to $14 per share. 

In post war years, with additional 
possible benefits derived from lowe! 
taxes, the road might report as high 
as $9 to $10 per share on the com 
mon in feriods of moderately active 
business. This estimate is arrived al 
after giving consideration to the 
growth of the territory served, the 
physical improvement of the road’ 
property, and the location of new 
industrial enterprises adjacent to its 
lines, much of which may be regard 
ed as permanent. 

The new income bonds will be 
convertible inte common stock a! 
the rate of 20 shares for each $1000 
bond, and complete conversion would 


THE MAGAZINE OF WALL STREET 














3°, Points Profit in One Month 


on Worthington Pump pr. pi. 





mggo8 
ee vic dg) 





Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 


D EFINITELY recommended as a purchase October 25-28, 
Worthington Pump pr. pf. already shows 85 points profit. Forecast 
subscribers have the assurance of knowing they will be advised when 
to close out this commitment, the gain on which is supplemented by 
22 points profit on 4 other securities carried in our Investment 


Program. 


Continuously Shopping for Undervalued 
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- Securities for Our Growing Clientele 


of Low-Priced Opportunities . . . Securities in the 
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Common stocks, preferred stocks and bonds is ever alert to render service designed to build capital and income in 
unted . . . for the employment of your surplus funds all types of markets. 
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cour Lew Biieed Siteations tor Capital Oellding . . Immediately on receipt of your subscription, you will receive the 
ISINESs Common stocks in which you can place moder- following recently uncovered . . . 
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nvr longer term. Average price under 20. Set Cees : a 
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ie six times 1943 earnings 
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| years are not only advised what to buy but when to ee bea cellent growth potentials. 
insul buy and when to sell—when to be moderately sets. 
brine or "4 committed . . . when to be entirely t2—Priced at 207% Strong 
8 liquid. 4 Jove lade £4—Priced at 36%, 
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ion in Market Forecasts . . . Every week we review volume . . . favorable post- other growth equity 
raniza and forecast the market, giving you our con- war prospects. aggressively diversifying. 
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1428 STOCKS APPRAISED 


In this Simple ... Clear... Easy 
to Understand Investors Handbook. 


With Selections of: 


—Stocks Favored for Appreciation . . . by Price Range 
—Stocks Attractive for Investment ... by Yield 


Containing essential data for evaluating your present holdings— 
for studying contemplated purchases . . . a service comparable in 
every way to ones costing $15 to $25 a year. 


The INVESTORS Company's Business ... Ticker Symbol, Where Listed. 
Capitalization, Par Value ... Funded Debt of Each 


GUIDE will yao as ane rs oo and Preferred Shares 
utstanding, Par Value of Common. 
TELL YOU: Financial Strength . . . Working Capital in Millions 


of Dollars, Ratio of Assets to Liabilities. 
Dividend Record . . . Amounts paid in 1942, °43, to date in ‘44. Amount and 
Date of Latest Payment; Dute Ex-Dividend. 
Earnings Record . . . Earnings per share in 1940, 1941, 1942 and 1943. Interim 
Figures for 1943 and 1944. 
Price Range for 1929-1942 . . . Over Boom and Depression, War and Peace; 
Highs and Lows for 1943 and 1944. 
Interpretive Comments . . . Up-to-the-Minute Comments on pertinent develop 
ments and factors regarding each company. Interprets the statistical back- 
ground. 
Industrial Section . . . Discusses 39 industries . . . with definite conclusions as 
to most attractive . . . least promising ... over the short term and the longer 
term. 
RATINGS ... EXPERT EVALUATION . .. You secure, at a glance, the judg- 
ment of security experts as to the speculative or investment character of ea 
security based on its background, position and prospects. 


Special Offer Ze Magazine of Wall Street Subscribers 














$5 a year (12 issues) 


The Magazine of Wall Street 
90 Broad Street, New York 4, N. Y. 


As a subscriber to The Magazine of Wall Street, please send 
me the Investors Guide for one year. I enclose $5. 
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increase the new common from 319,- 
441 shares to 743,821 shares out- 
standing. Thus some dilution of the 
equity is possible. Fu!l conversion 
would reduce our $9 to $10 estimate 
of post-war earning power to around 
$4.30 per share, showing its drastic 
effect, should it ever materialize 
However, total conversion must await 
realization of our post-war estimates 
for a continuous series of years. Re- 
garding this more than probable, we 
believe that the new common stock 
of Western Pacific offers greater than 
average speculative possibilities 
among reorganized rails at current 
price of 37, from which should be 
deducted $9 (probably a return of 
capital) which will be paid simul. 
taneously with delivery of the new 
securities expected in early January 


1945- 





Answers to Inquiries 





(Continued from page 256) 


The new securities will consist of 
$34,500,000 in 314% first mortgage 
bonds due 1974 and 77,798 shares of 
434% preferred stock and were of. 
fered to the public at 10374 and 
10614 respectively. When the re 
financing plan was announced in 
June, the company stated that funds 
derived from the sale of the pre- 
ferred stock plus such additional 
treasury cash as might be necessary 
would be utilized to redeem the 7% 
preferred shares. 

Inasmuch as early retirement ot 
these shares is likely, it would seem 
wise to transfer your investment to 
a stock like Nebraska Power Co. 7% 
preferred if you can do so even or 
for slightly more risk to Pennsyl- 
vania Power & Light 7% preferred 
around 103. 





Dividends Declared 


Stock of 

Record Payable 
Allied Products q 50c........ Dec. 12 Dec. 27 
Allied Prod (special) $1...... Dec. 12 Dec. 27 
Allied Products A q 4334c..... Dec. 12 _ 2 
Briee8 BEES 506.05 ce ccs ences Dec. 12 lec. 23 
SD OE Dec. 15 Jan. 2 
Benson & Hedges $2 pf q 50c..Jan. 19 Feb. 1 
Cannon: wets Co: 50c. os 535.166 Dec. 11 Dece 29 
Carter (3 W) U8e....cccccnse Dec. 19 Dec. 29 
Carnation Co; $a, 50c. 4.42056 Dec. 12 Jan. 2 
Carnhtion Co, Gxt, $2) ocisccccce Dec. 12 Dec. 18 
Ferro Enamel gq 25c.........00- Dec. 11 Dec. 29 
Hummel-Ross Fibre 10c....... Dec. 15 Dec. 30 
Hummel-R Fb (ext) 10c...... Dec. 15 Dec. 36 
OE | ere Dec. 8 Dec. 22 
Btaroay OU) 6 2256. 6:5 v0.0 00808 Dec. 20 a 1¢ 
McQuay-Norris Mfg q 25c....Dec. 20 Jan. 2 
Montana-Dakota Util 15c...... Dec. 15 Dec. 2& 
National Steel Car q 25c...... Dec. 15 Jan. 15 
Pacific Public Serv q 10c......Dec. 18 Dec. 2% 
SE IN AIRES 6c .0. 0 0'e.s, nie eee Dec. 21 Dec. 31 
Soss Mfg (extra) 7%4c........-Dec. 21 Dec. 31 
Sterling Inc 10c....... (sia seseeees 20 - Fan, 2 
‘2... ° | Seer Dec. 11 Dec. 22 
West Groc Ltd, q 75c.......... Dec. 15 Jan. 15 
Woodward Iron 75c...........Dec. 11 Dec, 21 
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ROBABLY it’s only natural for us here at 
home to feel that the war's almost won, 
the way the good news has been pouring in. 
But the war’s not over for hin—not by a 
long sight! And he’s just one of a few million 
or more that will stay over there until they 
finish the bloody mess. Or kill time for a 
few months—or years—in some hospital. 
What about you? 
This is no time to relax. No time to forget 
the unfinished business. It’s still your war, 
and. it still costs a lot. 


So dig down deep this time. Dig down till 
it hurts, and get yourself a hundred-dollar 


Buy at least one extra $100 War Bond today ! 





"T hear the wars practically over...back home !" 


War Bond over and above any you now own 
—or are now purchasing. This 6th War Loan 
is every bit as important to our complete 
and final Victory as was the first. 


Don't “let George do it”—get yourself 
that added bond and help finish a magnifi- 
cent job right. The quicker you reach down 
deep, the better you do your job for war, 
the more you'll contribute to ending the 
fight. And the quicker they'll come back— 
the guys that can still be killed. 


After all, you’re safe and sound and home. 
That's worth another hundred-dollar bond to 


you, isn’t it? 


THE MAGAZINE of WALL STREET 
and BUSINESS ANALYST 


This is an official U. S. Treasury advertisement—prepared under auspices of Treasury Department and War Advertising Council. 


























WITH YOUR SECURITIES 


MAGINE that all your securities were sold yesterday. Today you have 
nothing but their cash value. 


Now consider the highly selective market ahead as the war reaches a climax, 
industry undergoes reconversion and the tax structure is adjusted. Activi- 
ties of some companies will be greatly stimulated while other situations 
are depressed. Then ask yourself, “Should I repurchase my former hold- 
ings as offering the most outstanding prospects for safety, income, profit— 
or could all or part of my funds be used more profitably?” 


Some investors who test their lists honestly find that they are holding se- 
curities for unsound reasons: (1) because they dislike to take losses even 
in weak issues; (2) because they like to see issues on their list which show 
a profit, even though the future has been discounted; (3) because they are 
sentimentally attached to inherited securities, or shares of a company for 
which they work; (4). because they feel that they might have difficulty in 
deciding upon a replacement; (5) procrastination. 


Today there is no need to hold unfavorable investments. Selected issues are 
available with dynamic profit and income potentialities. 


As a first step Loward a prosperous 1945 2 invite 


you to submit your security holdings for our preliminary analysis—entirely 
without obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and explain why to sell 
them or keep them only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account in war-peace transition markets. 


Merely send us a list of your securities. List the size of each commitment 
and your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STE pre | background of thirty-seven years of service. 


90 BROAD STREET med | NEW YORK 4,N. Y. 


























